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BUILD LOAD THROUGH TRADE-IN OFFE 
ON LARGE COMMERCIAL UNITS 


Carlton 8-unit model 

Get behind this promotion, to put large power-using Silex units on your lines! 
These liberal trade-in allowances for old equipment apply on the purchase of 
models listed only, complete with Pyrex Brand glass. 


on the purchase of 8-unit on the purchase of 4-unit 


models—Carlton Electric or New 
Yorker Gas Models. 


on the purchase of 4-unit 
models—Carlton Electric or 


models—Royal Electric or Fair- 
mount Gas models. 


on the purchase of 3-unit 
models—Royal Electric or Fair- 
mount Gas models. 


+50 55 
$35 New Yorker Gas models. 54 
$2 


purchase of 2-unit 
Electric or 
FREE with each trade-in purchase ....$1.50 Moldex Bowl Holder 
TRADE-IN OFFER GOOD FOR LIMITED TIME ONLY 


4 1€ X 


TRADE MARK REGISTERED US PAL OFF, 


The Silex Company, Dept. P-3, Hartford, Conn. 
Creators of the Glass Coffee Maker Industry 


on the 
models—Traymore 
Sinton Gas models. 
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BARBER Conversion BURNERS 
Mfer a Definite Record of Performance 


Se enes for efficiency, and an actual 20-year record of 
efficiency are two different things. Barber Automatic Burners 
have proved their superiority in installations running high 
into the thousands. 


What is your percentage of conversion burner “pull-outs” 
over a 10-year period? If it’s excessive, why not get to the 
root of the trouble and standardize on Barber? Then your burn- 
ers will stay sold, have a permanent load-building value, and 
prove a satisfactory investment for both you and your 
customer. 


Standard Models come in 8 

zes for round grates 12” to 34” 

diameter. There is also a wide 

nge of sizes for oblong grates. 

oth round and oblong conver- 

pn burners now adjustable at 

me of installation to fit com- 

istion chamber. Patented 

ARBER Jets insure complete 

mbustion, with a “scrubbing” 

me action on walls of firebox. 

0 fire brick or refractory ele- 

ents needed. Baltimore Safety 

lot. Listed in A. G. A. Directory 

Approved Appliances. Ask for 

ntalog and Price List on Con- 

sion Burners for Furnaces and 

bilers, Burner Units for Gas 

ppliances, and Gas Pressure No. 104-B 
gulators. 2 Barber Burner 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


© BARBERSZ:“S BURNERS e@ 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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@The famous 
Trident Split 
Case Disc Me- 
ter. For do- 
mestic service. 
Made in sizes 
from ¥%" to 
1”. Also made 
oy Frost Proof 

type, with 
breakable bot- 
tom. 


THREE LITTLE WORDS 


Three little words . . . about which 
thousands of other words are be- 
ing written and printed today. . . 
three words that sum up the whole 
story of the predominance of Trident 
Water Meters. 


For the simple fact is that these 
water meters, known and used the 
world over, continue the predomi- 
nant choice of men who want maxi- 
mum water revenue for lowest ulti- 
mate cost. 


eptune Meter Company, 


That means that Trident increased 
and sustained Accuracy, the result 
of the most modern precision manu- 
facturing methods . . . Trident Inter- 
changeability . . . and Trident Sim- 
plicity have firmly established the 
plus-6-million leadership of Neptune- 
built water meters in the water 


works field. 


A type for every purpose. The great 
majority of Trident Meters installed 
are still in service—proof of Quality. 


West 50th 
treet (Rockefeller Center), New York City. 
ranch Offices in Principal Cities. Neptune 
eters, Ltd., 345 Sorauren Avenue, Toronto, 


WATER METERS 


Canada. 





PRECISION BUILT e INTERCHANGEABLE PARTS 
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Pages with the Editors 


HAT sagacious old anonymity—the Wash- 
Bored, observer—has seen some strange 
developments in government operations in the 
nation’s capital. He has watched Presidents 
come and Presidents go and has witnessed 
fond political hopes which never even arrived. 
Yet it is doubtful if, with all his experience 
and cynicism, he has ever seen anything quite 
like the performance of the young but trouble- 
some Federal Communications Commission. 


A CERTAIN amount of friction is to be ex- 
pected in every administrative board over a 
substantial period. This is especially true of 
a relatively new board which may be still ex- 
ploring its proper regulatory field, or which 
may be suffering from jurisdictional growing 
pains. 


But the periodical eruptions within the 
FCC seem to have set records. The whole 
nation has become conscious of the conflict. 
The man on the street, the farmer in the 
field, the modest busy citizen, who could 
hardly be expected to tell one Federal board 
from another, knows that there is trouble 
within the FCC. As for the newspaper men— 
they have become so accustomed to the 


© Harris & Ewing 
FRANK C. WALDROP 


The trouble at the FCC goes deeper than the 
make-up of the membership, 


(SEE Pace 387) 
MAR. 30, 1939 


MARCY B. DARNALL 


Local officials are discovering that public 
ownership is not all peaches and cream. 


(SEE Pace 405) 


situation that little jokes have sprung up about 
it. 


THERE is the story of the Washington cul 
reporter who had proudly handed in a long 
story about “an outbreak of war” within the 
FCC, only to have it handed back to him with 
the curt editorial admonition: “Outbreak of 
war within FCC is not news; get a story on 
the outbreak of peace within FCC and you'll 
have something.” 


AGAIN there are amusing versions of what 
ICC stands for, which range from “Federal 
Conflict Commission” to “Fighting Continually 
Conducted,” and including “Franklin’s Claw- 
ing Cats.” 


¥ 


pean Be speaking, probably the most 
puzzling part of this unfortunate brief his- 
tory of such an important Federal regulatory 
board is the undisputed fact that every indi- 
vidual member of the commission is, or has 
been, a man of excellent personal background, 
unquestionable integrity, and sincere devotion 
to his own concept of his responsibility to the 
public. Indeed, it has been because the FCC's 
difficulties have sprung from honest and able 
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Uniformly heated billets 

of specially selected steel 

pass between heavy rolls, set 
slightly askew, and a piercing 

tool opens up the center. Further 
expanding and rolling to accurate 
dimensions give J & L Seamless 
its extra strength and accurate 
wall thickness. 


] & L Seamless Pipe... and the 

manufacturing process... 
ate described in this book = SP-4. 
Dimension tables and designing 
ata make it a valuable handbook. 


Write for your copy n 
Ow, On your 
letterhead. viii tala 





In POWER PIPING...it’s ]&L Seamless 


for safety, dependability, economy 


With J & L Seamless Pipe carrying the load, you are sure of the 
utmost in safety. There can be no failure at or near a weld... for 
there are no welds .. . no weak spots. 

Installations in power and manufacturing plants all over 
the country are proving the merits of J & L Seamless. The 
piercing and rolling process by which Jones and Laughlin 
manufactures Seamless Pipe literally rolls extra life and 
extra strength into every length of J & L Seamless. 

Gain the extra advantages ... the longer life .. . the 
greater safety ... that J & L Seamless Pipe gives you. 

Make your maintenance dollar go farther. Specify Jones 

& Laughlin Seamless Pipe for all your power and process needs. 


OTHER J&L PRODUCTS 
Seamless Boiler Tubes ... Seamless Condenser and Heat Exchanger 
Tubes ... Welded Steel Pipe... and a variety of other steel 
products for maintenance and manufacturing. 


JONES & LAUGHLIN STEEL CORPORATION 


American IRoW ano Steet WORKS 


PITTSBURGH. PENNSYLVANIA 


MAKERS OF HIGH QUALITY IRON AND STEEL PRODUCTS 


SINCE 1859 
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differences of opinion that they have so far 
defied administrative solution. If it were 
simply a question of incompetence or inefh- 
ciency, Washington would know how to deal 
with it. But you cannot so easily hush up a 
high-spirited commissioner who feels that he 
is speaking the truth and that it is his public 
duty to continue speaking. 


THE leading article in this issue is an attempt 
by an experienced newspaper man to tell the 
real story-behind-the-story of the FCC con- 
troversy. It is essentially a story of conflict- 
ing ideas about policy in a new regulatory 
field which is expanding so rapidly and won- 
derfully that it is perfectly understandable 
why such differences would develop between 
forthright and independent men. 


But more important to us, as citizens and 
heirs of a great public heritage in the field 
of natural communications, is the question of 
what can be done about it. A hasty replace- 
ment of the present dissident board with a 
new and more “codperative” set-up, might be 
like jumping out of the frying pan into the 
fire. Even if it worked out satisfactorily, a 
mere shake-up of FCC membership os de 
laying down guides as to future policy would 
seem to leave the real source of the confusion 
untouched. A reading of this leading article, 
while suggesting no definite remedy, does 
demonstrate the gravity of the problem and its 
numerous complications. 


Frank C, Watprop, author of this article, 
is now chief editorial writer of the Washington 
Times-Herald. A graduate of Columbia Uni- 
versity, he has already accomplished an im- 
pressive career in journalism, although not yet 
out of his early thirties. He is former manag- 
ing editor of the Nashville Evening Ten- 


WALTER JACKSON 


Lessons to be drawn from railroad experience 
with reduced rates. 


(See Pace 409) 
MAR. 30, 1939 


MERWIN H. WATERMAN 


Fair words to the contrary, capital is still 
afraid of the utilities. 


(SEE Pace 396) 


nesseean and has contributed to numerous 
periodicals. In the field of communications 
he is noted principally for his co-authorship of 
oT ee -“ a) i » ¢ 
Television, A Struggle for Power,” one of 
the recent best sellers of nonfiction books. 


¥ 


M: ARCY B. DAaRNALL, whose article in this 
issue discusses public ownership’s tax 
losses in the South, is the editor of Darnall’s 

Newspaper Service. Mr. DARNALL’S journal- 
istic experience runs all the way back to 1906 
when he was the editor of the Daily Citizen of 
Key West. Following a short period of service 
in the Florida legislature, he became the editor 
and publisher of 7'he Herald at Florence, Ala., 
almost within the shadow of Muscle Shoals. 
He formed his present syndicate in 1924 and 
has won many journalistic awards. 


¥ 


TT: o other articles in this issue on current 
utility financing and utility rate making 
are written by two experts in the respective 
fields of financial and rate research. Dr. 
Merwin H. WaterMAN is a professor at the 
School of Business Administration of the Uni- 
versity of Michigan. WALTER JACKSON may 
be recalled by some of the older FortNIGHTLY 
readers for a number of contributions on 
utility rate matters which were published in 
this magazine several years ago. 


THE next number of this magazine will be 
out April 13th. 


Tian Octilines 
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THE NEW REMINGTON NOISELESS 
Witting Corfectiom with Silence 


In beauty of printwork, faultless manifold- 

ing and clean-cut stencils, the new Rem- 

ington Noiseless surpasses all other type- 

writers. This is the machine that does 

everything required of a typewriter not Remington 
only better but quietly. Here is the one 
typewriter that gives writing perfection ia 
with silence...one reason why the typists 

of America are swinging to Remington. 


a —— 
THE INTERCHANGEABLE CARRIAGE 


Anexclusiveteatureot THE NEW DELUXE REMINGTON 17 


the he One Model 17 is 


easily converted into 42, 
any one of 7 different f One ‘ 

carriage widths for all ? 

wide form work up to 31 


inches, 

With the exception of the Remington Noiseless, no typewriter 
ever built has so completely revolutionized all previous concep- 
tions of typewriter value as this amazing Model 17. Completely 
new, it embodies a host of exclusive advantages for the operator 
..and for the man who pays the bills. It is the new and acknowl- 
edged leader among typewriters of this classification and another 
orld of Tomer reason why again in 1939 more Remingtons will be sold than 

\0p8 roa ree sean + any other typewriter. 


20 
Remington Rand Inc. 
BUFFALO ®@ NEW YORh 


Vem einitiiniacaas ) Bay St Teront ( 
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Lowest Cost? ... NO! 
Highest Quality? 
emphatically YES! 


VULCAN VALVE HEAD, LG-1 


he Vulcan Automatic Valve Operat- ROE ELS RE, 
ng Head is an advanced development 
or the high and ever increasing higher 


pressure an e ure con ons SOOT BLOWERS 


A piston valve steam 
ctuated thru a pilot valve provides 


08 operation—makes Vulcan : e ‘ ° P 
cnmaete Tene: te deetink wtp —are built with but one object—to provide industry 


head in Soot Blower Design in the q ¥ “ ‘ 7 os ot 
past 15 years. with the highest quality equipment of this type it is 


possible to build. Every steam plant offers new 
problems in soot removal—Vulcan Engineers have 
successfully solved thousands of such problems. 
Vulcan installations are soundly designed, individually 
designed to do their work efficiently and economically— 


to cut fuel costs and provide real savings 


VULCAN VALVE ASSEMBLY in steam production. 








ulcan Valves of completely corrosion 
istant materials and stainless steels 


e designed for immediate accessi- 
lity; they are so successfully de- From the desks of design and layout 


lgned that of thousands in use no engineers to drafting room to factory 
lve of this type has ever failed in craftsmen and to field service, Vulcan 
et ; Vulcan construction permits personnel takes pride in providing a per- 
septation to every increase in pres- sonalized installation, built to exacting 
re for modern boilers—no valve stems 
» break—no opening or closing against standards for long service and economical 
team = pressure—no_ regrinding of operation—backed by a record of lowest 
ves is ever required—valve packing maintenance. Ask the Vulcan Engineer 


teres por a Vulcan Héads are representative why Vulcan must build 
quip, wit ulcan pioneer Under : 

Supports which have eliminated 1 I Te 
page of elements. VULCAN VALVE DETAIL 





ulcan Soot Blower Corporation * Dubois, Pa. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 


—MOonrTAIGNE 








Joun M. CarMopy 
Rural Electrification Ad- 
ministrator. 


EpirortaL COMMENT 
Broadcasting. 


DEWEY SHORT 
U. S. Representative from 
Missouri. 


BENJAMIN MarsH 
E.vvecutive Secretary, People’s 


Lobby. 


EpirortaL STATEMENT 
Electrical World. 


EpitoriAL STATEMENT 
Public Ownership of Public Utili- 
ties Magazine. 


Raymonp Mo.ey 
Writing in Newsweek. 


WuiAm O. Doucias 
Chairman, Securities and Exchange 
Commission, 


Harotp L. Ickes 
Public Works Administrator. 


EpiITorR1IAL STATEMENT 
The Nation. 


MAR. 30, 1939 


“Private utilities are rotten business people.” 


¥ 


“... protection of radio is really the first line of defense 
for the press.” 


¥ 


“John Rankin can’t even talk to a pretty girl without 
discussing power. He’s got a power complex.” 


¥ 


“Anybody who is not on the Federal payroll knows tha: 
the New Deal is cracking as an effort to end our economic 
system.” 


¥ 


“Public opinion is definitely shifting to the side of pri- 
vate utility ownership and operation. . . . Democracy still 
rules in the United States.” 


¥ 


“Since the advent of the Diesel engine, municipal own- 
ership of the light and power plants of the country has 
been on a steady increase.” 


* 


“The names for spending have changed several times 
in the past three years, but the muitiplication table has 
remained the same for centuries.” 


¥ 


“Administrative government is here to stay. It is de- 
mocracy’s way of dealing with the overcomplicated social 
and economic problems of today.” 


¥ 


“A program of ‘timed’ or ‘balanced’ public works, with 
a small but competent staff in charge, would act like a 
gyroscope to keep our economy on a more level line.” 


¥ 


“The issue of states’ rights has become a favorite 
euphemism of American politics, a high-sounding cover- 
up for purposes that would command little respect in the 
nude.” 


12 
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“WE MET THE HOURS PROBLEM in this office 
BY ELIMINATING NEEDLESS OPERATIONS’ 





by opsentindla that can be short. ” 
ened or eliminated. ig 


The best way to locate the 


unproductive, unneces- 

sary operations that ham- 

per an office force in its 

work is by a desk-to-desk survey. And the best start 
toward meeting the problems thus set up is to inves- 
tigate the many new and improved Burroughs machines 
and features that save time and money by providing 
practical short-cuts. Your local Burroughs represent- 
ative is available for any information you may want— 
any service you may require. We suggest that you 
phone him—or, if more convenient, write direct. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 





Burroughs 
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Burton K. WHEELER 
U. S. Senator from Montana. 


RiciArpD L. NEUBERGER 
Writing in The New Republic. 


Ernest K. LINDLEY 
Newspaper columnist. 


JouHn RaymMonp McCaru 
Former United States Comptroller 
General. 


HERBERT HOOVER 
Former President of the United 
States. 


KENNETH C. LonG 
Vice President, Dayton Power & 
Light Company. 


EpIToRIAL STATEMENT 
Financial W orld. 


FRANK H. TrEMBLY, JR. 
Chairman, Industrial Gas Section, 
American Gas Association. 


Epiror1AL STATEMENT 
Industrial News Review. 
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I shudder to think what might take place in the United 
States if radio should be controlled in the slightest degree 
by a political party in power or by a monopoly.” 


» 


“So much electricity will be turned out [at Grand 
Coulee] that the plant will have to be run by remo‘e con- 
trol so that the operators won’t be electrocuted.” 


¥ 


“Not the least ironic aspect of the TVA controversy is 
the applause which Wall Street is now showering on what, 
in the last analysis, is a clean-cut victory for socialism,” 


> 


“... business must forget its hurts and its fear of goy- 
ernmen*. It must move with such boldness and effective- 
ness—and with such unity and high purpose—as will leave 
government tongue-tied.” 


¥ 


“T think if you look about you, you will find that the 
government is about the only person who now builds 
hydroelectric plants. We build them by the impulse of 
Congress, not by the impulse for low-cost power.” 


> 


“The romance of natural gas has been, for the most 
part, well concealed. Almost everything about the busi- 
ness is underground, well covered up, and all the average 
customer sees is the blue flame and his monthly bill.” 


¥ 


“Judging from the rising price tendencies utility securi- 
ties display whenever the least favorable sign evinces it- 
self, the conclusion can be drawn that if given any fair 
break they could readily assume leadership in the stock 
market.” 


¥ 


“The gas industry has, ... after exploring distant fields 
in search of a fortune, returned to find ‘Acres of Dia- 
monds’ at its very doorstep. These ‘Acres of Diamonds’— 
this near-by fortune—has been the commercial gas load, 
which, until recent years, has developed largely without 
cultivation or particular recognition on the part of our 
gas industry.” 


¥ 


“There can be no real prosperity in America so long as 
an industry [railroads] which spends a billion a year for 
supplies in normal times, which employs hundreds of 
thousands of well-paid workers, and on which we depend 
for the transportation of the great bulk of the products of 
out farms and factories, can look forward to nothing save 
increasing deficits.” 
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cits doing 
about ten tons an hour. 
right now... 7 


Quiet, vibrationless operation is characteristic of the C-E RAYMOND BOWL MILL 


Many Engineers have stood in front of a 
Bowl Mill for the first time and actually asked, 
“Is it operating?”—and were incredulous until 
their attention was called to the rotation of 
the motor shaft. 

Until the Bowl Mill was placed on the market 
a few years ago, there was no such thing as a 
pulverizer that you could stand beside with any 
doubt as to whether or not it was operating. 
And, except for the Bowl Mill, this is still true. 


Why all this emphasis on “quietness?” Simply 
for this reason. Silence is more significantly 
eloquent in machines than in men, especially in 
machines like pulverizers. Eloquent of fine de- 
sign and construction—of balance—of smooth, 
vibrationless operation—of absence of wearing, 
metal-to-metal contact. It promises long life— 
trouble-free operation—low maintenance. 


However, the fact that a machine is entitled 
to first ranking on any one characteristic, even 
so significant a one as quietness, is not neces- 
sarily a criterion that it is the best machine of 
its kind. In the case of pulverizers, there are the 
commonly accepted measures of performance— 
reliability, power consumption, maintenance, 
capacity and fineness—and there are also special 
advantages. The Bowl Mill has conclusively 
proved in service not only that it assures ex- 
cellent results with respect to al] the usual 
measures of good pulverizer performance but 
also that it possesses such special advantages 
as quiet, vibrationless operation, ability to handle 
high temperature air, positive lubrication and 
convenience of adjustment and control. For 
these reasons, it is being widely characterized 
today as the best pulverizer ever developed. 


A-433 


Combustion Engineering Company, Inc., 200 Madison Ave.,New York » Canada: Combustion Engineering Corp. Ltd., Montreal 


COMBUSTION 


ENGINEERING 
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SAVE ‘7 per thousand 





(and more) in writing al 


Utility Forms 
with the 


EGRY 
SPEED-FEED 


The Speed-Feed wipes out the wasteful, time-con- 
suming, red ink operations necessary in manually 
interleaving carbons and loose forms, preparing them 
for typing and removing the carbons after 
forms are typed; non-productive work that 

costs approximately $7.00 per thousand sets 

on a six part form. Multiply this by the 

number of forms you use and you have but a 

part of the Speed-Feed savings! 





By automatically inserting and removing 
carbons, the Egry Speed-Feed makes all the 
operator’s time productive, increasing the 
output of typed forms per day 

50% or more. Eliminates the 

use of costly, pre-inserted, 

one-time carbons, loose forms 

and carbons and other out- 

dated methods; keeps ll 

copies in the set in perfect 

alignment; instantly attached 

or detached without the use 

of tools. Yet, with all its ad- 

vantages and economies, the Speed-Feed costs aid. Literature will be sent on request. Den- 
less than 2c per day for only one year! onstrations arranged without cost or obliga 
Investigate this indispensable Egry business tion. Address Dept. F-330. 


The EGRY REGISTER Company 
Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 
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Requires no change in typewriter 
construction or operation 
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DAVEY TREE TRIMMING SERVICE 


Building Good Will 


@ Tactfal Contacts 
@ Resourceful Planning 
@ Trained Personnel 


@ Fine Public Relations 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 


AT THESE LOW RATES 


You Can Really Afford to Carry 
Ample Life Insurance Protection 





/ loan values. Rates 





STOPPERS 


All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 

Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, New York 
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protects you for your 


Here is a policy that t also has cash and 


expectancy_of lif “ 
Monthly Rate Per $1,000 
$ .83 








THIS low-cost policy cannot be issued in 
amounts less than $2,500. 


At age 35 a $10,000 policy costs you only 
$12.80 per month and will pay your benefi- 
ciary either $10,000 at your death or a 
monthly income for life. Write us for full 
details, stating age. Use the coupon below. 


More than $995,000,000 Insurance in Force 


THE LINCOLN NATIONAL LIFE 
INSURANCE COMPANY 


FORT WAYNE INDIANA 
ITS NAME INDICATES ITS CHARACTER 
* According to actuarial experience 
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A set-up for meeting 
special requirements in strand 


HEN special characteristics are required in strand, the place to 

begin is at the open-hearth furnace. The complete integration 
of all manufacturing operations under Bethlehem’s system of control, 
beginning with steel making and following through all subsequent 
phases, is an important factor in making strand to meet special 
conditions. 


BETHLEHEM STEEL COMPANY 
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TAYLOR STOKER RELIABILITY 
Acknowledged the World Over 


Tue TAYLOR STOKER was the 
FIRST multiple-retort inclined under- 
feed stoker. The basic principles of its 
operation were successful from the be- 
ginning. As knowledge of successful 
installations spread, Taylor Stoker 
plants began to dot the country. The 
dots multiplied. They spread—to Can- 
ada, to Europe. Today, Taylor Stokers 
power boilers throughout the world. 
This progress is easily explained. 
Taylor Stokers have always been out- 
standing in reliability, capacity, flexi- 





The A-E-CO 
Taylor Stoker 


pers, Lo-Hed Hoists, 


BELGIUM 
CANADA 
DENMARK 
FRANCE 
GERMANY 
GREAT BRITAIN 
ITALY 

RUSSIA 

U.S. A. 


bility, and efficiency. And continuous 
conservative development of the orig- 
inal basic principles constantly keeps 
the Tayor Stoker out in front of com- 
petitive methods of firing. 

Reliable low cost steam generation 
knows no national boundaries! It has 
been and is universally demanded. Be- 
fore you design or modernize your 
plant, call in an A-E-CO representative 
and get all the facts about Taylor 
Stokers! 


A-E-CO PRODUCTS: Taylor Stokers, Water Cooled Furnaces, Ash Hop- 
jarine Deck Auxiliaries, Hele-Shaw Fluid Power. 


AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PA. @ IN CANADA: 


AFFILIATED ENGINEERING CORPORATIONS, LTD., MONTREAL, P. @ 
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Come On In Ann SZZ Tuese 


A Better Truck for UTILITIES . Priced with the Lowest 


See For Yourself How New Dodge Styling...New 

Larger Cabs...New Rust-Proofing...New “Truck- 

Built” Construction Have Raised Truck Values To 
A New Peak In The Lowest-Price Field! 





New 1939 Dodge 1-Ton Panel—Delivered ready to run at Detroit, including 4 double-acting 
airplane-type shock absorbers, front and rear bumpers, spare tire, standard equipement 
and Federal taxes. Transportation, State and local taxes (if any) extra—only.. 





PRICES! EE the new Dodge Trucks. See 


how muchextra value Dodge gives 


a 
wits all a its Sestl you at low 1939 prices, in prestige- 


Tt Dodge, atthe 
b~* f4-TOR, oo Chassis— building beauty and extra economy 


w.B. e 
a Seiivered at ee Bett 4 features. See how Dodge trucks lead 
plete w t Price Stincludes the whole low-price field in advance- 
Pauipment. tation, State ments like rust-proofing of complete 


Federal Weece i any) & (if sy extra. cabs and bodies, super-tough Amola 
a 


steel axle shafts, springs and other 
3° W.B ital parts, and many other thin 
114-Ton, 13 t, ee. ba vital parts, y gs 
delivered | at Deeanaard that mean important savings for 
aa . Peles aanes portation, State | you. Then take a test and let the 
truck speak for itself. See your 
Dodge dealer today! 


om TAKE ATEST 37.2:ce- 
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HYDRAULIC TURBINES 
BUTTERFLY VALVES 
MECHANICAL RACK RAKES 
GATES—HOISTS 
PENSTOCKS, ETC. 


Bolting the Spiral Casing before Riveting 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


Hydraulic Turbine Division 
NEWPORT NEWS, VA. 











From ONE; to 
ONE HUNDRED -- 


WALKER Supplies Your Metering Needs! 


Series W-95> 
<-W-700-8 


Whatever your metering installation 
problem—Walker has the answer in 
a wide variety of ultra-attractive, 
extra heavy gauge steel or aluminum 
cabinets, which can be furnished 
either single or in re? - to 
twelve gangs, for dependable, last- 
Write for Catalog No. 10 ing indoor or outdoor service. 


WALKER ELECTRICAL COMPANY 


| ATLANTA GEORGIA 
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eT Busy Baby. 


\ You Owe, 
\ $432.65/ 


IF you had been born 21 years ago, 
your debt would have been only $90.59. This spend- 
ing generation has taken a lot of your money. 
Get busy, baby, GET BUSY! 


Ou I'LL GET BUSY. I'll accept 
the obligation. I'll tighten my belt and 
do my per If I don’t—well, I’ve heard 
my dad talk about the wickedness of 
repudiation and the miseries of infla- 
tion. So, I'll try to pay. 

And Ill not crab. I’ll not question the 
expenditures, whether they were waste- 
ful or unnecessary. They’re water over 
the dam, anyway. 

But, you grown-ups of this spending 
generation, don’t put any more burden 
on our shoulders. Cut out this glib talk 
of how we can stand a ‘*$55,000,000,- 
000 national debt”. Where do you get 
that “we” stuff! 

Last year the national income was 
about $490 apiece—not much more in- 
come than each person’s share of gov- 
ernment debt. 

So, I’m already handicapped one 
year’s work, set back 12 months behind 
the line. If we count the interest on the 
debt, I’m really set back almost two 
years. It’s five times the handicap this 


spending generation had when you 
were a baby. 

Sure, I know, there are lots of things 
we'd like to have, but my pop has to say 
“No” to my brothers and sisters lots of 
times. “‘Can’t afford it,” he says. So, you 
big pops in Washington, learn to say 
“No” to the “brothers and sisters” who 
want you to buy things with my money. 
Tell them the truth, that we can’t afford 
it until times get better. 





1/4 of Our 
Work Day 


Government 
Spending 





This message is published by 


NATION’S BUSINESS 


—a monthly magazine edited in Washington 
where business and politics meet. Establish 

1912. 315,000 business men and women sub- 
scribe. Begin reading Nation’s Business now. 


March 30, 1g 


{arch 30, 
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...and, as a result... 


IMPORTANT SAVINGS 


IN YOUR ELECTRICAL 
DISTRIBUTION COSTS 


F the many products specifically designed by Johns- 
Manville to lower cost and increase efficiency of 
electrical distribution, Transite Conduit is a striking 
example of how well this purpose has been accomplished. 
Made of two imperishable materials—asbestos and 
cement, Transite Conduit is strong, permanent, corrosion- 
resistant, fire- and weather-proof. 


UNDERGROUND, Transite’s strength permits installation with- 
out an envelope. “‘Concreting-in’’ costs are eliminated—installa- 
tion savings large. And Transite’s high resistance to corrosion 
assures virtual freedom from maintenance. 


ABOVE GROUND— in any exposed location—Transite Conduit 
is weatherproof. Incombustible, it is unharmed by smoke or 
corrosive fumes. Hence, it offers the economy of permanent 
efficiency, at negligible upkeep, throughout its years of service. 
Utility executives concerned with lowering electrical 
distribution costs ... and keeping them low .. . will 
find it profitable to get all the facts on the many ad- 
vantages of this modern conduit. For details, address 
Johns-Manville, 22 E. 40th St., N. Y. C. 
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RILEY STEAM GENERATING UNIT 


Installed in the plant of 


Central Illinois Light Company, Peoria, III. 
(Commonwealth & Southern Property) 





“Ever 
line, alc 


npact 


300,000 Ibs. steam per hour, 900 ibs. pressure, 875° F. Steam Temperature 


RILEY STOKER CORPORATION f 
1 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL. KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS. T 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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UNDERWRITERS Q) 
LABORATORIES INSPECTED 
FLASHLIGHT FOR USE IN GAS 
AIR MIXTURES OF CLASS 1 

GROUP D- INCLUDING 
GASOLINE ~ PETROLEUM- 
NAPTHA- ALCOHOLS -ACETONE 
LACQUER SOLVENTS AND 

NATURAL GAS 


SERIAL N° 
Approvac N° 605 Nationat Carson Co.Inc 


Aprroveo For Sarery In Ain 


Ano MernaneMixtures New YorK.NY. 











INDUSTRIAL 


| 


1! 


ESE new “Eveready” focusing spotlights for use in explosive, 
gaseous atmosphere bear the inspection labels of both the U. S. 
Bureau of Mines and the Underwriters’ Laboratories. They are SAFE 


under the dangerous atmospheric conditions listed on the label. 
The new “Eveready” Safety Flashlights are of high quality semi- 
hard rubber reinforced with brass, with unbreakable, plastic lenses, 


special protected lamp and hand-replaceable, heavy-duty slide 

switch with positive “off” and “on” positions. Hexagonal heads 

prevent rolling, ring-hangers add to convenience. as ; 
“Eveready” Safety Flashlights resist water, oils, greases, gaso- T 1 

line, alcohol, acids, alkali, are non-conducting and proof against | 

impact and dropping. 


Mi 
= 





Guard wire holds lamp in 
spring-loaded socket. Should 
bulb break, spring ejects | NATIONAL CARBON COMPANY, INC. 
lamp-base, instantly opening : 
electric circuit and thrusting General Offices: New York, N. Y., Branches: Chicago and San Francisco 
hot filament against chilling Unit of Union Carbide (1a and Carbon Cort . 

guard wire. 








The word “Eveready” is the trade-mark of National Carbon Co., Inc. 
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Problems in 
PUBLIC UTILITY ECONOMICS 
AND MANAGEMENT 


By C. O. Ruggles 


Professor of Public Utility Management 
Harvard University 


772 pages, 6 x 9, $6.00 
New 2nd Edition 


This new book provides a comprehensive understanding of the problems of 
public utility economics, management and regulation. The problems pre- 
sented for analysis and solution deal primarily with economic and business 
aspects of public utilities in the light of their marked physical expansion as 
well as the striking changes in organization and management during the past 
five years. 


One hundred and twenty problems are given—each presented with con- 
siderable statistical background, and followed by questions indicating the 
significant issues. 


Special Features of the Revised Edition: 


—the chapter on production problems, showing the significance of load factor and the ad- 
vantages of physical integration and coordination of facilities. 


—the role played by holding companies; the responsibility of management for development 
of the business and for efficient service. 


—wholesale and retail marketing of public utility service, with special consideration of 
rates and demand for service, off-peak utilization of utility facilities, etc., etc. 





PUBLIC UTILITIES REPORTS, INC. 


MUNSEY BLDG. WASHINGTON, D. C. 
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' The careful investor * judges a 
security by the history of its 
performance, 


KERITE 


in three-quarters of a century of continuous 
production, has established a record of per- 
formance that is unequalled in the history 
of insulated wires :and cables. 


’ Kerite is a seasoned security. 
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On the New Royal, the operator 
merely positions the carriage... 
MAGIC Margin sets the stops 


—automatically. Startling? Yes! 


But only one of Royal's many 
Features of the Future! Try this 





great new typewriter. See how 
completely it helps make typing 
smoother, faster, easier! Give it 
THE DESK TEST and... 
Compare the Work! 





Copyright, 1939, Royal Typewriter Com- 
pany, Inc., 2 Park Avenue, New York City. 


ROYAL more THAN Ever WORLD'S No. 1 TYPEWRITER 
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OOSIER ENGINEERING 
pHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORE 
Canadian Hoosier nar Bia Company, Ltd. 


RECTORS OF TRANSMISSION LINES 
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HE review magazine of current opinion and news re- 

lating to public utilities. Conducted as an open forum 
for the frank discussion of both sides of controversial ques- 
tions—economic, legal and financial; also gives trends in 
the present-day control of these companies—govern- 
mental competition—state and Federal regulation. 


| Issued every other Thursday—26 numbers a year—an- 
nual subscription $15.00. 


{| The only magazine furnishing current and vital informa- 
tion on all subjects involving the financing, operation, and 
management of public utilities under governmental regu- 
lation and competition. 


] A magazine of unusual value and current stimulation to 
° eye . ° ° flere 1S 
all persons holding positions with, or having a financial arn 
interest in, public utilities. boking 
ew 70 h 
Bor, exte 
onal de: 


ORDER FORM roader { 


PUBLIC UTILITIES FORTNIGHTLY In this 
ne sour 


1038 Munsey Building, Washington, D. C. anufact 


sers of 
esign, 
prover 








Please forward, prepaid, to the undersigned, Public Utilities Fortnightly 
(26 issues), at $15.00, beginning with the current issue. 


Name 





Address 
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Pile ANNOUNCES A 


fere is real news that operators of 
eavy-duty mobile power have long been 
boking for: International presents a 
ew 70 h.p. (drawbar) Diesel TracTrac- 
pot) extending the benefits of Interna- 

ffonal design and performance to a much 
roader field. 


In this latest product you will find 
he sound engineering and precision 
anufacture that is well-known to all 
sers of TracTracTors—plus advanced 
esign, many patented features and 
provements. The flexible adaptability 


H.P. — 
“TRACTRACTOR 


of the TD-18, with its 6 forward and 2 
reverse speeds, will be a surprise, what- 
ever your experience up to this time. 


Equipment especially designed for 
use with the TD-18 includes SCRAP- 
ERS, BULLDOZERS, BULLGRAD- 
ERS, ROAD GRADERS, WAGONS, 
SNOW PLOWS, WINCHES, LOG- 
GING ARCHES. Company-owned 
branches and International industrial 
power dealers will tell you all about the 
features of the International TD-18 
TracTracTor. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated ) 
180 North Michigan Avenue, Chicago, Illinois 


INTERNATIONAL HARVESTER 
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This exclusive Grinnell hydraulic extrudi 
machine permits welded outlets to be ma 
with plain circumferential butt welds— 
strongest and easiest welds to make. It is pa 
of the equipment which means better p 
fabrication from Grinnell. ’ 
Interpret Grinnell’s facilities in terms 
equipment like the above .. . in terms 
men — qualified pressure-welders whose wo! 
readily passes insurance requirements... 
ork in terms of three plants, conveniently locat 
ah to serve the continent . . . and these faci 
ties will prove the wisdom of your decisi 
{ to “Give the plans to Grinnell”! Grinné 
= Company, Inc., Executive Offices, Providend 
be———— 24"! Rhode Island, Branch offices in principal citi¢ 


geeveecenrven ++ Gh 


wHenever PIPING is invouive 
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Kinnear Rolling Doors save space be- 
fuse they open upward on a vertical 
lane, coiling compactly above the 
pening. They require no floor, wall, 
pt exterior space in which to operate. 


hey save time and effort because they 

Be accurately counterbalanced for 

@mooth, quick easy, operation ... and 

when motor operated*, Kinnear Roll- 

ng Doors can be opened quickly from 

ny number of convenient locations— 
by merely touching a button. 


‘Kinnear Rolling Doors save money be- 
“meause their rugged, all-steel, interlock- 


EFFORT 
and 


MONEY 


ing-slat construction assures extra 
years of continuous service. They will 
not sag, warp or pull apart, and are 
verminproof, weathertight and fire re- 
pellent. They cut maintenance costs 
because they open out of the way of 
damage by trucks or wind. 


And because every Kinnear Rolling 
Door is especially built to exactly fit 
the particular opening for which it is 
intended, installation costs are kept to 
the minimum. You can’t beat Kinnear 
Rolling Doors for all around, long-run 
economy! 


*Kinnear Motor Operation can easily be added to any Kinnear Rolling Door, new or old. 


he KINNEAR MANUFACTURING CO. 


1060-80 FIELDS AVE. 


Pacific Coast Factory—San Francisco . . 


COLUMBUS, OHIO 
- . Agents in All Principal Cities 
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AELLIOTT 





plan 
Tite 





TWIN STRAINERS provide non- 


stop straining service with easy 
manual cleaning. When one cylinder 
is fouled, the handwheels divert the 
flow to the alternate cylinder, per- 
mitting the- fouled basket to be emp- 
tied with no interruption of the flow. 
Particularly popular with utilities, in 
some of which entire batteries of 
Twin Strainers guard the cleanliness 
of water supply. Built in sizes from 
1 in. to 42 in., larger sizes with 
motor-operated valves. Alsoin 
single-strainer types, where service 
interruption is permissible. 








SELF-CLEANING STRAINERS cca no 


attention beyond simple maintenance. A slowly 
rotating element blanks off successive straining 
sections, flushing out arrested debris, which 
drains out the bottom. Positive in continuous per- 
formance, and especially valuable for finish 
straining of water which has already passed 
through the ordinary screen or strainer. In sizes 
from 4 in. to 24 in. 
Any straining problem is pe- 
culiarly an Elliott problem, by 
virtue of the long experience 
and unbroken success of El- 
liott engineers in meeting all 
kinds of straining needs. En- 
gineering cooperation without 
obligation. Descriptive Strainer 
Bulletin for the asking. 


In the circle, a 
section of strainer 
surface in the 
Elliott Continuous 
Strainer. Fibrous 
material cannot 
mat or cling upon 
this surface. 
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| F papacy Electric Exchange starts annual conference, St. doquities, a 1939. 
Kansas Telephone Association begins convention, Junction City, Kan., 1939 








Lei Jersey Motor Bus Association opens 4th annual convention, Atlantic City, N. J., 





e APRIL y 





1 Maryland Utilities Association will hold spring meeting, Baltimore, Md., April 14, 1939. 





Tgnatee Institute of Electrical Engineers will hold Southwest District meeting, 
ouston, Tex., April 17-19, 1939. 





{ Oklahoma Utilities Association opens annual convention, Tulsa, Okla., 1939. ® 











{ Missouri Valley Electric Association will hold accounting conference, Kansas City, 
Mo., April 27, 28, 1939. 





{ Midwest Power Conference begins session, Chicago, Ill., 1939. 





bE ggg Valley Electric Association opens engineering conference, Kansas City, 
0., 





Y Chamber of Commerce of the United States of America will convene, Washington, 
D. C., May 1-4, 1939. 





q Electrochemical Society will hold spring convention, Columbus, Ohio, April 26-29, 1939. 





{Iowa Inde; senses’ Telephone Association will convene for session, Des Moines, Ia., 
April 18-2 





14 Midwest Gas Association opens convention, Des Moines, Ia., 1939 
American Water Works Asso., Ky.-Tenn. Sec., convenes, Memphis, Tenn., 1939. 








{ Nebraska Teleph A iation begins ion, Lincoln, Neb., 1939. € 














+ Fog Asso. of Public Utilities starts meeting, Kansas Cit Svs see. 
New Jersey Gas Association opens meeting, Asbury Park, oe 
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The Unhappy FCC and 
Future Worries 


What is all the shooting about at the FCC? Is it really a difference between 
a 3-man board, an 11-man board, or the present 7-man set-up? This author 
looks behind the political skirmish and finds such important questions of 
policy that the conflict over mere organization of membership seems a tempest 
in a teapot by comparison. He feels that the commission already has all 
the law it needs; what is really needed now is courageous regulation and 
prompt decisions concerning pressing basic issues of communications policy. 


By FRANK C. WALDROP 


Y all odds the most unhappy band 
of regulators in Washington 
just now is the Federal Com- 

munications Commission. Of the 
seven members, one has announced 
his resignation to practice law, and an- 
other is telling his friends he, too, will 
soon depart ; two are preoccupied with 
publicly contesting the chairman’s self- 
assumed power to guide commission 
policy; and, of the other three, at least 
one is found diligently struggling to 
tevive a status quo ante bellum. 

This dispiriting condition on the 
commission proper is mirrored in the 


387 


conduct of lesser personnel whose chief 
concern is not regular official duties but 
studying the mood of Congress. 

In this they are only human. 

Both houses have passed the 1940 
appropriations for independent offices 
and the executive establishment with- 
out so much as a consolatory reference 
to the FCC, for which provision was 
expressly excluded. In both houses 
proposals to alter the structure and 
procedure of the FCC wait to be heard 
under most unfortunate circumstances. 
For two years preceding, responsible 
members have sought an inquiry and 
MAR. 30, 1939 
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review of commission policy since pas- 
sage of the Communications Act of 
1934. Now that the chairman of the 
FCC is asking important amendments 
to the law, the inclination to have such 
a review is growing. 


HAT such a state of affairs is 

bound to be disconcerting would 
hold true at any time. In the present 
circumstances, it is actually dangerous 
to the public welfare. The problems for 
which regulation was needed in the 
first place have returned, multiplied. 
All that has been done must be done 
again, and better. 

Perhaps it would better fit the case to 
say that which has been neglected must 
now be done in haste, and if not done 
exceedingly well, will lead to national 
difficulties beside which the present 
stresses, or such matters as program 
censorship, are slight green-apple 
pains. 

To appreciate the importance of im- 
pending events, we may begin with ex- 
amination of the announcement that 
the Radio Corporation of America will 
offer a limited public service, beginning 
April 30th, with one version of tele- 
vision, as a major contribution to the 
World’s Fair at New York. 

This will be a notable occasion, not 
merely because it will record the arrival 
at last of high definition television for 
the American public, but because it 
foreshadows other notable occasions on 
which the situs will be not a meadow in 
Flushing, Long Island, but a marble 
hall in Washington—the Supreme 
Court of the United States, no less. 

A clue to all this may be found in 
the phrase, “one version,” for the RCA 
does not go all the way on April 30th, 
even with itself. The technical struc- 


ture of the broadcasting it will do for 
the public then involves a frequency 
somewhere between 42 and 105 mega- 
cycles, on which images may be te- 
ceived steadily within a radius of 50 
miles from the transmitter. An elec. 
tronic scanning system will be used to 
provide 30 pictures a second, of 44] 
scanning lines each, on a mirror about 
9 by 11 inches wide. The quality, ina 
pictorial sense, is about equal to home 
movies of 1936, and, by comparison 
with RCA laboratory accomplishment, 
ranks about where 1930 sound radio 
receivers do when measured against 


1939 models. 


HE RCA is a leading, but by no 

means dominant, operative in tele- 
vision. It has some important patents, 
and many patent claims, but clear lines 
of control are not discernible. Numer- 
ous other companies are alleging basic 
patents and remarkable performance 
characteristics for versions of televi- 
sion very different from that to be made 
public on April 30th. 

There are, for instance, the Farns- 
worth image dissector ; the DeForest- 
Preiss mechanical scanners ; the Scoph- 
ony technique of plane polarizing light; 
and the Dumont electronic system— 
to mention only four of the better 
known patent groups apart from the 
major institutions, such as General 
Electric, Westinghouse, and Bell Lab- 
oratories, each of which also is claim- 
ing a position in television independent 
of RCA. 

Each naturally predicates his re- 
search and claims on the prospect that 
he will be given an opportunity to ap- 
proach the public. 

The significance of this state of 
things will not be lost to any person 
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with a recollection of developments in 
electronic communication of sound. 
And it by no means limits itself to tele- 
vision. On the radio spectrum, con- 
trolled frequencies up to 4,000 
megacycles have been attained in the 
laboratory. Refinements in frequency 
modulation and amplification foretell 
the day when the usable spectrum will 
reach, if not surpass, this point. And 
to operate on the spectrum there will 
be a multitude of applicants for 
license. Indeed, a multitude has al- 
ready made plans to that end. Some 
must be disappointed. 

With television, facsimile (includ- 
ing photograph transmission), and en- 
larged sound broadcasting of higher 
fidelity but similar general characteris- 
tics of the present type, everybody is 
familiar. They may, but by no means 
must, have a considerable place in the 
new public domain of the ether. 


Gua presently established services 
as police, marine, aviation, na- 
tional defense, and general govern- 
mental radio, are growing rapidly, and 
yet demand more and more frequen- 
cies. For one they receive, they find 
need of three. And they also find it 
increasingly difficult to maintain their 
positions in the tide of change, for the 
state of research and discovery in elec- 
tronics is dynamic. New uses are grow- 
ing as rapidly as new techniques. 


Such little suspected projects as type- 
setting and bookkeeping by radio are 
past the laboratory stage. David Sar- 
noff, president of the Radio Corpora- 
tion of America, talks of motorists op- 
erating 2-way point-to-point radio 
communication through a radio central 
telephone exchange; of facsimile 
weather reports distributed to ships at 
sea, airplanes aloft, and farmers be- 
yond the hills ; of every man having his 
own leased frequency and two or three 
photographs sent simultaneously on the 
same channel. To bounce the television 
image across the nation instead of let- 
ting it bury itself at the horizon of 
the individual transmitter, he predicts 
a chain of booster relay stations. Prog- 
ress is being made toward the actual 
operation of all these things. 

But it is not all radio. 

The wired carriers are tremen- 
dously excited concerning the coaxial 
cable, with which such progress has 
been made that the Bell system pro- 
poses to operate one commercially be- 
tween Minneapolis and Stevens Point, 
Wisconsin, just as soon as the FCC 
gives clearance. So important is the 
coaxial cable to the future of com- 
munications that a summary report on 
its present status must be given here, 
even at the risk of boring readers who 
have heard about it in detail before. 
The Bell system’s cable, of which an 
experimental circuit is now operating 


operate a broadcasting station is not a property right and 


q “THE FCC has, it is true, always conceded that a license to 


that no private party can ever have any vested interest in the 
air waves. The fact remains that, in the absence of any other 
guides, the commission has depended upon priority of opera- 
tion as the deciding factor in awarding licenses between 
otherwise equally qualified applicants.” 
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between New York and Philadelphia, 
is composed of an outer jacket of lead, 
encasing two coaxial copper tubes, each 
about the diameter of a lead pencil and 
each containing a wire the size of the 
lead in the pencil and centered in the 
tube by rubber wafers. 


S OME of the practical attainments on 

the experimental circuit include 
methods of sending 5,000 Morse code 
messages simultaneously; 480 voice 
messages; about 160 high fidelity 
broadcasting programs or facsimile 
pictures; or one television image of 
350-line, 30-frame-per-second quality. 
An entire motion picture show was 
sent from New York to Philadelphia 
on the cable, recently, with full success. 
For television of this fidelity, amplifiers 
were needed every 5 miles. 

Brief as the foregoing summary is, 
it ought to indicate that the immediate 
as well as the distant future of elec- 
tronic communications will be lively. 
Here is no period of monopoly, but of 
impending fierce encounter—magnified 
repetition of those fierce and brutal en- 
counters that characterized the estab- 
lishment of sound telephony, sound 
radio, and sound motion pictures. Not 
all the contestants are of equal power, 
it is true, but none, not even the great- 
est, is sure of his position. 

Mr. Sarnoff, naturally, looks ahead 
with the expectation that all the radio 
services he can imagine will be put in 
operation. The Bell system sees its 
coaxial cable as the great new carrier. 
In this it is encouraged by many offi- 
cers of the Army and Navy, who feel 
that the air should be kept clear for 
the development in advance of emer- 
gency of independent and adequate 
radio communication nets for national 
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defense. To keep a sufficient reserve of 
air lanes for such purposes, they look 
with favor upon developments which 
will throw more and different kinds of 
communications traffic onto the land 
lines. 

Where millions of dollars have 
worked to develop communications be- 
fore, billions will be needed. Just to re- 
place its present 35,000 miles of cir- 
cuits used for broadcasting with the 
coaxial cable, the Bell system would 
need $250,000,000, unless current cost 
figures are improved. This is by no 
means an impossible financial project 
for the American Telephone and Tele- 
graph Company, but it is not to be un- 
dertaken lightly and in a period of un- 
certainty with respect to regulation. 


A™ so it is we travel around the cir- 
cle to the unhappy FCC, which 
has the responsibility of judging be- 
tween the contestants for permission 
to transmit the public’s messages, and 
to preserve the public’s interest. 

The Communications Act of 1934 
surely conveys all the power for this 
purpose that one could ask. Its definite 
standards are few but, by the same 
token, the implied policy-making pow- 
ers are very broad. It is difficult to see 
how Congress could have assigned a 
broader grant of authority and discre- 
tion to any agency. Indeed, there has 
been little criticism of the general 
principles of the Communications Act 
even now in the hour of the commis- 
sion’s Gethsemane. The proposals for 
change are not directed at alteration of 
this basic formula at all, but are mere 
suggestions for procedural improve- 
ment. Actual bills so far have simply 
been ripper bills to substitute one form 
of commission for another, with 
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What Is the Public Interest? 


“—- four years and some months, the FCC has been granting 
licenses to operate [radio] on the spectrum only when it could 
determine that public interest, necessity, or convenience would be 
served. Yet a definition of what constitutes the public interest, neces- 
sity, or convenience 1s nowhere found—not even indicated in the 
line of commission decisions, for no consistency of judgment upon 
evidence is claimed even by the commission itself.” 





scarcely any notice of the important 
task the commission must perform. 
The one fostered by Chairman Mc- 
Ninch of the FCC simply intensifies 
the powers of the chairman by reduc- 
ing commission membership to three, 
and the countermeasure by Senator 
White is intended to dilute by enlarg- 
ing the membership to eleven. 

It is difficult to find excuse for 
either change at this time. The es- 
sence of Chairman McNinch’s request 
is that he finds a 7-man commission 
too charged with controversy and in- 
dividualism for the membership to 
buckle down to its assignment. How- 
ever, the chairman concedes that a 
working majority of the seven stands 
with him in all his major efforts. If 
he succeeds in his reorganization plan, 
one of two rules must prevail in estab- 
lishing the new commission. Either 
the members will be chosen from 
among present FCC personnel, or three 
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persons must be found who are not 
identified with any of the interests in 
conflict. If the first applies, why have 
any change at all? Can Mr. McNinch 
and two of the present commissioners 
be any improvement upon Mr. Mc- 
Ninch and three? If the second rule 
applies, there is danger of even greater 
confusion. 


N the outset of this article it was 
remarked that one version of tele- 
vision will be offered the public on 
April 30th. A synopsis of the pros- 
pects in electronic communications de- 


velopments was indicated. These, 
taken with the directives of the 1934 
Communications Act in mind, indicate 
the presence of an extremely difficult 
complex of __ technical-legal-ethical- 
moral considerations. Determinations 
must be made, and speedily. No man 
of character and intelligence will want 
to act in these matters until he has had 
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time to study and evaluate. The engi- 
neering problems alone are apparently 
insoluble to the untrained examiner. 
Balance beside these the ramifications 
of property right; of public interest, 
necessity, and convenience; and the 
control of conduct which the FCC, as 
a quasi judicial body, is expected to 
consider and you have some inkling of 
what would be demanded of a new and 
untried commissioner. The prospects 
of success for such a commission, 
either under the McNinch or the White 
formula for change, are worse than 
dismal. Time is of the essence. No re- 
spite for contemplation remains. Deci- 
sions must be made. 

Since no time remains for the proper 
establishment of a new agency to do 
the work it ought already to have done, 
the FCC now can do no less than 
make some kind of stab at orderly dis- 
position of the problems pressing for 
consideration. 

Television, obviously, is number one 
on the schedule because of the April 
30th deadline. RCA is offering not the 
summum bonum of high fidelity tele- 
vision but just one version which it ex- 
pects to improve on itself in the not 
too distant future. Other companies 
are reaching for lawyers, patents, and 
engineers, with equal frenzy. 


gpl it pretty clearly indicated that 
the FCC ought to call a conference 
on television with a view to finding the 
possibility of freezing standards of 
operation or of telling the public what 
to expect? The present state of the 
spectrum, no matter what the prospects 
of improvement, does not permit a 
multiplicity of either transmission 
methods or channels. In the current 
state of affairs, there is danger of a 
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single corporate interest taking contro] 
of the whole television field, yet there is 
no fundamental basis for it. 

The public ought to be assured that 
no one organization has any established 
rights in television. On the other hand, 
some guideposts for all its competitors 
ought to be established. 

This is an extremely hazardous sug- 
gestion for an outsider—but perhaps a 
properly conducted review of technical 
information would permit the Radio 
Manufacturers’ Association and the 
FCC to agree on minimum standards 
of television transmission and recep- 
tion upon which to authorize a general 
5-year program of public growth. If 
RCA’s April 30th system is not going 
to hold its ground, it is up to the FCC 
to say so, now. And evidence to judge 
the prospects of this is easily to be had. 

As in television, so in other fields of 
communication. 

There is a growing interest among 
public institutions in the prospects of 
using radio for educational, cultural, 
and other public service purposes. An 
application by George Washington 
University in the District of Columbia 
for a broadcasting license in the ultra 
high frequency range is a sign of the 
times. The FCC might indicate what 
is on its mind in this particular. Ifa 
suggestion may be permitted, public in- 
terest seems to this writer to dictate the 
encouragement of the trend toward en- 
dowed broadcasting stations for cul- 
tural and educational purposes. 


| acanteeid Roosevelt, in his recent ap- 
pearance before the FCC concern- 
ing possible monopoly of broadcasting 


service, revealed another difficulty 
under which the industry labors be- 
cause the state of regulation is so un- 
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certain. Bankers will not finance broad- 
casters properly, he complained, be- 
cause licenses of operation are granted 
for only six months at a time. His 
solution is permanent licensing. The 
FCC might educate him and others 
who have made such suggestions if it 
would disclose some of its evidence 
concerning the congestion of the spec- 
trum and the prospect that some pres- 
ent license holders may have to sur- 
render them in the public interest no 
matter how greatly the total spectrum 
isenlarged. The recent withdrawal of 
license for WLW’s 500-kilowatt sta- 
tion at Cincinnati is just one of many 
such ultimate dissolutions which re- 
search and change must dictate. 

And therein we discover the absence 
of even more fundamental accomplish- 
ment by the regulators. For four years 
and some months, the FCC has been 
granting licenses to operate on the 
spectrum only when it could determine 
that public interest, necessity, or con- 
venience would be served. Yet a defi- 
nition of what constitutes the public in- 
terest, necessity, or convenience is no- 
where found—not even indicated in 
the line of commission decisions, for 
no consistency of judgment upon evi- 
dence is claimed even by the commis- 
sion itself. 

It has been argued that definition of 


e 


these general premises is impossible be- 
cause of the fluid state of the com- 
munications industry and the essential 
research characteristics of both regu- 
lation and enterprise. To some extent, 
this is an unbeatable argument, yet 
surely something has been learned 
since 1934. 

The radio spectrum is a permanent 
public domain. Operators on it are like 
visitors in a public park, so far ad- 
mitted without even the charge of an 
admission fee in the form of taxes for 
licenses. For every one who enters 
there are many who clamor at the gates. 
It is questionable whether the crowd 
now present is the best that can be had 
to serve the public in the fashion re- 
quired by law. 


" Pyrrenays with other utilities and 
other businesses generally, the 
broadcasting industry is almost a fa- 
vorite child of the tax collector. Its 
investment in plant equipment is rela- 
tively limited in value and location. 
Railways, gas, electric, and telephone 
concerns not only pay special taxes for 
the mere privilege of rendering a public 
service, but also large sums for real es- 
tate taxes and franchise rights-of-way, 
which are physically necessary for the 
conduct of such businesses. A broad- 
casting station can be operated from a 


“COMPARED with other utilities and other businesses gen- 
erally, the broadcasting industry is almost a favorite child 
of the tax collector. Its investment in plant equipment ts 
relatively limited in value and location. Railways, gas, elec- 
tric, and telephone concerns not only pay special taxes for 
the mere privilege of rendering a public service, but also large 
sums for real estate taxes and franchise rights of way, which 
are physically necessary for the conduct of such businesses.” 
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suite of hotel rooms and a transmitting 
antenna. Its principal going concern 
value—the factor which makes one 
broadcasting station preferable to an- 
other—is generally neither the value of 
its investment nor the skill of its oper- 
ation(which is often turned over to a 
network service anyhow). It is simply 
and primarily because a station has a 
license to operate in the public domain 
—in a particular market location—at 
a particular strength of transmission. 

The FCC has, it is true, always con- 
ceded that a license to operate a broad- 
casting station is not a property right 
and that no private party can ever have 
any vested interest in the air waves. 
The fact remains that in the absence of 
any other guides, the commission has 
depended upon priority of operation as 
the deciding factor in awarding licenses 
between otherwise equally qualified ap- 
plicants. And this fact has given rise 
to a commercial traffic in these mere 
licenses to operate in the public domain 
—a traffic just as intense as if these 
license holders had ironbound lease in- 
terests in given frequencies. Eventu- 
ally and inevitably the radio broadcast- 
ing situation is going to demand a sys- 
tem of regulation of these licensees as 
detailed as is the present regulation of 
the conventional type of public utility 
companies. 


O'* course, the broadcasters snort 
and rave at the idea of being 
classed with other public utilities for 
purposes of regulation. They say these 
suggestions arise from a “common 
carrier concept” which is legally un- 
sound when applied to radio. They 
point to such distinctions as the fact 
that radio customers pay nothing for 
the service as compared with telephone 
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subscribers or railroad passengers. But 
to the serious student of regulation 
who has read through the Supreme 
Court’s decision in Munn v. Illinois 
and back to the first declaration by 
Lord Hale of a “business charged with 
a public interest,” such ingenious ra- 
tionalization of self-interest is legal- 
istic poppycock. Even to the man on 
the street, the fact that radio in this 
day is as vital a public service as a 
street car, a telephone, or a taxicab is 
too obvious to dispute. 

In short, it does not matter who pays 
for radio operation, public interest will 
eventually demand that these users for 
profit of our ethereal public parks 
should be just as much subject to regu- 
lation as the local gas and electric com- 
panies. This means public regulation of 
radio service, accounting, discrimina- 
tion, and perhaps even regulation of 
rates paid by advertisers. So far the 
FCC has stared at this basic problem 
year after year and has taken not even 
the first step towards formulating a 
preliminary or directional policy. When 
we consider this example of regulatory 
daydreaming, what the FCC would | 
seem to need more than anything else 
right now is for somebody to stick a 
pin in it. 


hs too much attention given to the 
amusement industry known as 
broadcasting? Is aviation radio being 
properly secured against the growth of 
transoceanic flying? Is our policy on 
international broadcasting protecting 
our national interests? Will television 
be allowed to grow haphazardly, as 
sound broadcasting has, or will it be 
set up in orderly fashion? Three solu- 
tions to that question can be considered 
by the commission immediately: let 
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television become an advertising-sup- 
ported amusement industry on the pat- 
tern of sound broadcasting; let it be a 
public service on the pattern of the Bell 
telephone system, with metered use and 
leased instruments ; let it be operated by 
the Federal government through an 


agency paralleling the British Broad- 
casting Corporation. 

These are just initial necessities. 
Some of them ought to have been satis- 
fied long ago. Each of them opens the 
field to even more issues. And they are 
not the concern of mere dialectics. 





Cleaning Up on Telephone Service 


Rr" THE New Yorker we learn of a gentleman in New York 
city who has established quite an extensive business and seems 
to be making quite a comfortable living out of cleaning and steriliz- 
ing telephone instruments in the office building districts. He is 
Walter Morris, who employs forty-three girls to take care of the 
cleaning of thousands of telephones a week. 

A former Navy man himself, Morris has developed his organ- 
ization along military lines, attiring his young ladies in natty uni- 
forms and Sam Brown belts. The color scheme varies as between 
two branches of his “service’: The Marines—fifteen girls who 
solicit regular business; and the Army—whose members do the 
actual cleaning. 

According to THE NEw YorKER, it takes a girl about twenty 
minutes to scrub, varnish, and apply fragrant lotions to a telephone 
for the first time, after which a weekly treatment is supposed to 
keep the instrument free of bacteria. One downtown brokerage 
firm claims that colds have decreased 70 per cent among its per- 
sonnel since the installation of the hygienic telephone service. 

Mr. Morris also operates in Boston, Philadelphia, and Wil- 
mington, and next threatens to invade Pittsburgh (of all places). 
Strangely enough, Washington and Los Angeles—two cities which 
average the highest density of telephone subscribers in proportion 
to the population in the United States—do not seem to be favored 
with such highly organized hygiene as yet. Perhaps it is because 
of the high rate of residential, as distinguished from business, sub- 
scribers. Mr. Morris does not regard the residential subscriber as 
a fruitful field. 

Another incidental item of information along this line in THE 
New YorKER is that telephone hygiene dates back to 1904, when 
Swiss health officers attempted to control tuberculosis by develop- 
in an antiseptic for mouthpieces. Such antiseptic is now commer- 
cially sold throughout Europe. 
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Dollars for the Utilities 


The Extent and Nature of the 1938 Financing 
And Its Significance. 


This financing, the author shows, fell short of the recovery level of 1936 

and exceeded but slightly the record of 1937; but although the amount in- 

tended for expansion was the highest since 1931, it consisted mostly of bond 

issues; and the relatively small amount of equity financing was by preferred 

stocks, indicating, in the opinion of the author, present lack of confidence 
in the investment of new capital for expansion. 


By MERWIN H. WATERMAN 


ASSOCIATE PROFESSOR OF FINANCE, 
SCHOOL OF BUSINESS ADMINISTRATION, UNIVERSITY OF MICHIGAN 


HE total amount of public utility 
financing done in 1938 approxi- 
mated that consummated during 

1935, but it fell far short of the “re- 
covery level” of 1936, and exceeded 
but slightly the financing done in 1937. 
As near as one can tell, the total in 1938 
was in the neighborhood of $1,230,- 
000,000, including both public and 
private security sales. The record for 
public offerings is satisfactorily com- 
plete, but data on private sales are, at 
the present time, inadequate, and there 
is no assurance that all issues of that 
character are included in the compila- 
tion totaling $308,800,000. Table I, 
set forth in this article, is based on pub- 
lic offerings only and indicates the in- 
crease in 1938 over 1937 referred to. 
This increase would be somewhat mag- 
nified if one were to include in the 
totals the volume of private offerings 


which was much greater in 1938 than 
the $65,000,000 total in 1937. 


QO’ greater significance than mere 
volume, however, was a notice- 
able shift in the purpose for which 
public offerings were made. In dollars, 
the amount of security offerings in- 
tended for expansion was the highest 
since 1931—almost $95,000,000. The 
amount of financing for this purpose 
comprised 10 per cent of the 1938 
figure (see Table I) and indicates that 
the utility industry may, for one reason 
or another, be venturing to extend it- 
self and make new capital commit- 
ments. The year 1938 did not provide 
demands for utility services which 
taxed the industry’s capacity; never- 
theless, it called for replacements of 
aging equipment, and it was a year 
which witnessed vigorous efforts in the 
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field of rural electrification. Such capi- 
tal demands, perhaps supplemented by 
demands arising from considerable 
conversation about the nation’s war- 
time needs for power capacity, ex- 
ceeded the possibilities of satisfaction 
by reinvestment of earnings and depre- 
ciation allowances. At the same time, 
the securities market was receptive to 
certain types of utility offerings. 

The problems peculiar to financing 
possible expansion in the utility indus- 
try are emphasized by reference to 
summary Table IV, where it is indi- 
cated that, of the $94,842,947 expan- 
sion financing done by public offering 
of securities, $90,066,989 was financed 
with bond issues. The remaining $4,- 
775,508 represented equity financing, 
but that, in turn, was all in the form of 
preferred stocks. Six operating utili- 
ties and one subholding company suc- 
ceeded in raising these relatively nomi- 
nal sums of equity money. Although 
investment bankers participated in the 
distribution of the preferred issues, in 
no instance did a banker make a firm 
commitment where such stock sale was 
designed to provide new money. Thus 
issuers and bankers combined in an ex- 
pression of lack of confidence in the ab- 
sorption power of the equity market 
for utility expansion funds even when 
the equity was given protection and 
priority in the creation of preferred 
stock series.? 


r seems to follow that, in the present 
state of affairs, raising expansion 
money must be accomplished largely by 
the sale of bonds. But bonds, in their 


—————__- 


1The market acceptance of The North 
American Company 5% per cent preferred stock 
in February, 1939, was predicated on the fact 
that the issue served to replace the retiring 
North American Edison Company issue. 
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turn, will be accepted by the market at 
reasonable rates only so long as the is- 
suer’s financial structure and earning 
power are adequate to support the debt. 
Not only must the issuer pass a market 
test with its bond issue, but also it must 
secure approval for the issue from the 
SEC. Under the Holding Company 
Act, the commission is authorized to 
pass judgment on the adequacy and 
soundness of the financial structures of 
all registered holding companies, and 
there is evidence that the administra- 
tion of this authority will also limit the 
debt issues of both operating and hold- 
ing company units to levels that are 
relatively low.” 

These elements in the situation seem 
to boil down to this: Equity financing 
for expansion is definitely restricted by 
the market, and debt financing for the 
same purpose can be achieved only by 
those utilities whose financial struc- 
tures leave room for further trading 
on an existing equity. This leaves the 
less than superstrong units of the in- 
dustry without any means of providing 
expansion funds other than by the 
slow process of reinvesting earnings. 


them conclusion is that significant 
moves to commit new capital to 
the utility industry must await restora- 
tion of investor confidence to the point 
where money will be risked in stock 
purchases. This degree of confidence 
cannot be created by talk of the needs 
of the industry, be they war-time or 
peace-time needs. General improve- 
ment in business would probably 
furnish one bit of support to the equity 


2A discussion of SEC financial standards 
for public utilities is contained in the author’s 
article, “Utility Financing under the Holding 
Company Act,” Pusiic Utimitres Fort- 
NIGHTLY, Vol. XXIII, No. 4, pp. 195-208. 
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market in general which could be 
shared by the utilities, provided, and 
only provided, the utilities are able to 
take their places as active competitors 
for the equity investor’s dollar. Con- 
ceivably this competitive equality could 
be achieved by applying leverage at 
either or both of two points—at one 
which would influence the govern- 
ment’s attitude toward utilities as com- 
pared with industrials, and the other 
which would influence the attitude of 
management toward its own job of 
running the business. Logically, it fol- 
lows that impartiality in the govern- 
ment’s attitude could be brought about 
either by “cracking down” on all other 
industries and making their future as 
uncertain as that of the utility indus- 
try, or, preferably, lightening the in- 
quisition of the utilities and limiting 
the scope of government competition 
so that there would exist the possibility 
of gauging the profit potentials in 
terms of economics untinged with 
politics.* Equality in management must 
come largely from within the com- 


8 Perhaps the recent TVA-Commonwealth 
& Southern accord in the matter of the Ten- 
nessee Electric Company sale price is a fore- 
runner of this. 


panies themselves, although incursions 
of SEC authority may from time to 
time be influential. The quality and di- 
rection of such influence may be dis- 
puted, but the manner in which 
management and the SEC are coép- 
erating at present leads to the belief 
that the public mind may be cleared of 
memories of “old-fashioned utility 
financing” which gave rise to some of 
the skepticism of investors regarding 
utility securities. 


O NE year ago in this FORTNIGHTLY, 
the author ventured a forecast of 
the amount of prematurity refunding 
activity remaining on the utility books. 
That forecast was predicated on the as- 
sumption that only bonds rated A or 
better and, with coupons 5 per cent or 
higher, would be practically subject 
to call in existing markets where cost 
of bond money for that purpose had 
been averaging about 3.75 per cent. As 
it happened, in 1938 nearly 85 per cent 
of public offerings were for refunding 
purposes, and most of those were pre- 
maturity redemption transactions. 


4“Waiting and Wondering,” Pustic Urm- 
bang FortNIGHTLY, Vol. XXI, No. 4, pp. 195- 
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TABLE I 
Pusiic Utitity Security OFFERINGS CLASSIFIED By Purpose, 1930-38 


Per Cent Per Cent Per Cent 


Total 
Offerings 
$2,381,781,152 
1,563,091,061 
545,431,695 
92,731,478 
187,521,000 
1,294,421,747 
1,913,755,900* 
803,404,505* 


923,415,808* 10 


Per Cent 
for 
Exchange 


for for 


Expansion Funding Refunding Financing 


*Includes only publicly offered issues. 


MAR, 30, 1939 


398 





DOLLARS FOR THE UTILITIES 


While the estimate made early in 1938 
indicated slightly over $1,000,000,000 
of bonds potentially callable under the 
assumed conditions, actually there 
were over $751,000,000 of bonds 
called for redemption during that year. 
However, in the process of this 1938 
refinancing, the utilities called bonds 
with average coupon rates of 4.86 per 
cent—considerably below the previous 
years’ averages of 5 per cent or better 
as indicated in Table II. In fact, the 
list of redemptions in 1938 financed by 
public offerings included many 4.5 per 
cent issues and one small 3.25 per cent 
issue of Commonwealth Edison Com- 
pany.® This extension of refinancing 
programs was made possible in part by 
the fact that the cost of refunding 
money took another drop, averaging 
3.63 per cent in 1938, as compared with 
the slightly higher figures of previous 
years. Premiums paid in 1938 were 
also relatively lower, so that the point 
of profitable redemption was moved 
downward by a combination of two 
factors—interest and premium. The 
future trend of interest rates will have 
much to do with the continued appear- 
ance of this type of utility financing. 
It is safe to predict, again, that there 
cannot be much more refunding left 
that could be effected profitably at cur- 
rent or higher money rates. However, 
if anything happens further to reduce 
the interest rates on prime bonds, then 
the door will be opened again for a re- 
sumption of redemption activity. 


"Teme has been continuous interest 
during the last few years in the 
methods whereby corporations effect 
the distribution of their securities, and 


5No profit was realized on this redemption, 
but it was an essential part of the company’s 
refinancing program. 
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in the machinery they use to transport 
capital from the investment markets to 
their own treasuries. Utility com- 
panies, along with others, have partici- 
pated in certain changes in technique 
resulting from registration require- 
ments under the Securities Act. Per- 
haps as corollaries of regulation, or 
perhaps because of peculiar investment 
market conditions, issuing corpora- 
tions, including utilities, have initiated 
other changes which have vitally af- 
fected the so-called “orthodox meth- 
ods” of security distribution. 

With the advent of security regula- 
tion by the SEC in 1933, more com- 
plete information became available re- 
garding relationships between security 
issuers and investment bankers; later, 
with the effectiveness of the Holding 
Company Act, the approval powers of 
the commission were invoked to regu- 
late closely the transactions between 
bankers and utility issuers. As a result 
of the liability features of the Securi- 
ties Act, the form of underwriting con- 
tracts was changed so that banker par- 
ticipants assumed responsibility only 
for that portion of a security issue for 
which they subscribed. Formerly, it 
was the custom for underwriters to as- 
sume “joint and several liability” for 
the purchase or guaranty of the sale 
of an issue. It is doubtful whether this 
change was particularly significant, but 
it was an accompaniment of the pub- 
licity and civil and criminal liabilities 
attached to underwriting by the Secur- 
ities Act. 


Gu 1934, there has been remark- 
able consistency in the low levels 
of bankers’ compensation, and in the 
trend to still lower levels terminating 
at 1.9 in 1938. Table III indicates the 
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TABLE II 
CHARACTERISTICS OF Utitity Bonn REFUNDING ProGRAM s, 1935-38 


1935 


1936 1937 1938 


Total bond redemptions, par value® . .$1,064,250,725 $1,696,218,112 $507,454,728 $751,201,400 


Average annual interest charge on 
redeemed bonds » 

Average premium paid to redeem 
bonds ® 

Average cost of new money raised 
to effect call 4 

Average annual savings in interest 


5.10% 
4.70 5.10 
3.93 3.65 
19.95 


5.10% 5.00% 4.86% 
4.10 4.30 
3.69 3.63 


24.60 22.39 22.14 


® Amounts called or to be called with funds raised. 

» The weighted average of coupon rates of bonds designated for call. 

¢ The weighted average of premiums paid to effect redemption. 

4 Cost computed from proceeds to issuers after underwriting fees but before other expenses. 

® Savings computed as the difference between annual interest on old issues at coupon rates 
and the annual interest on capital required to redeem, figured at new effective rates. 





changing character of this spread 
which measures the investment bank- 
er’s “mark-up” and constitutes the 
source of his gross revenue. Inciden- 
tally, the data for the year 1938 include 
but one small instance of open competi- 
tive bidding by bankers for a utility 
issue—the circumstance which form- 
erly accounted for most of the indi- 
vidual cases of spreads below 2 per 
cent. The year’s operations were some- 
what dominated, however, by the large 
amounts of Commonwealth Edison 
Company issues, some of which were 
offered to stockholders on a privileged 
subscription basis, together with a 
number of serial issues of other utili- 
ties which were distributed on narrow 
margins. Nevertheless, it is evident 
that utility issuers have, on the aver- 
age, been paying less for bankers’ serv- 
MAR. 30, 1939 


ices in connection with the distribu- 
tion of their bond issues. While this 
phenomenon may in part be the result 
of the publicity requirements of the 
Securities Act and the regulatory ef- 
forts of the SEC under the Holding 
Company Act, one suspects that the 
paucity of issues, the concentration of 
offerings in the higher-grade securities, 
and competition of alternative methods 
of sale are more likely reasons for the 
current market prices for under- 
writing. 


HE present status of open com- 

petitive bidding for utility issues is 
one of suspended animation. In May, 
1938, Fall River Electric Company in- 
vited bids according to Massachusetts 
law, and nine groups responded with 
bids to buy the bonds at prices to the 
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issuer which gave costs ranging from a 
low of 3.018 per cent to a high of 3.123 
ger cent on the $2,000,000 of 3% per 
cent coupon bonds. The bonds were 
sold to the highest bidder and offered 
to the public with a mark-up of 1.9 
points. This spread was precisely the 
average for all bond issues publicly 
offered during the year. No other com- 
petitive deals appeared on the scene in 
Massachusetts or New Hampshire, the 
srongholds of the system. In New 
Hampshire, the public service commis- 
sion, in its report to the state legisla- 
ture, commented that it had originally 
specified competitive bidding for $1,- 
000,000 of New Hampshire Gas & 
Electric Company bonds, but that 
“Considering the unstable conditions 
of the money market and the additional 
costs and delays incidental to registra- 
tion of the issue with the SEC, the 
commission approved the private 
sale,””® 


N® to be ignored as an important 
element in this problem of capital- 
raising techniques is the fact that bank- 
ing services have been dispensed with 
entirely in an ever-increasing number 
of instances in both the utility and in- 
dustrial fields. When used, the so-called 
“private sales” have meant an almost 
complete abandonment of orthodox 
security distribution methods. This 
situation strikes a strange parallel to a 
similar movement which has an earlier 
origin in the process of marketing com- 
modities, and which has succeeded in 
minimizing considerably the contribu- 
tion and significance of wholesalers 
and other “middlemen” in the market- 
ing field. It has been noted previously 

6 Public Service Commission, Biennial Re- 


port to the Governor and Legislature, July 1, 
1936, to June 30, 1938. ’ 
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that more than $308,000,000 of utility 
bonds were sold during 1938 by direct 
contact between issuers and investors. 
The investors were all financial institu- 
tions in a position to buy large blocks 
of bonds, so that the problem of physi- 
cal distribution was greatly simplified 
in those instances, although bankers 
did participate in some transactions as 
agents or finders for very nominal fees. 


| is not intended here to enter a dis- 
cussion of the pros and cons of the 
private sale of securities. Certainly, the 
problem is a momentous one for bank- 
ers because their very existence is at 
stake. The SEC has but recently 
launched a study of this phase of se- 
curity distribution technique, and the 
data gathered should throw some light 
on the relative desirability of this 
method of security distribution.” At- 
tention might be called to the fact, 
however, that as far as the utilities are 
concerned, there is evidence of but 
nominal financial saving resulting from 
direct sale to institutional investors. It 
will be noted in summary Table IV 
that the average cost of bond money 
based on proceeds to utility issuers 
from public offerings during 1938 was 
3.92 per cent. For approximately half 
($151,907,000) of the 1938 private 
sales, data are available on the cost of 
money to issuers, and computation in- 
dicates that the average per annum cost 
of such money after the payment of 
finders’ fees was 3.31 per cent. The 
significance of the six-tenths of one per 
cent difference is minimized by realiza- 
tion of the fact that private offerings 
are almost universally limited to the 
highest of high-grade issues, whereas 

7 This investigation is in connection with the 


commission’s participation in the studies of the 
Temporary National Economic Committee. 
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public offerings reach into lower grades 
of security requiring higher interest on 
a risk basis. 

One direct comparison is available in 
terms of the Commonwealth Edison 
Company bonds sold during 1938. In 
August, a public sale of $33,000,000 
of mortgage bonds was effected on 
terms which made the cost of borrowed 
money 3.42 per cent per annum. In 
November, $34,000,000 more bonds of 
the same issue were sold privately at a 
price resulting in a cost to the company 
of 3.29 per cent, a difference of but .13 
per cent per annum. Further, it should 
be observed that there were fourteen 
other large long-term bond issues sold 
publicly during 1938 at prices which 
set the cost to issuers at 3.5 per cent or 
less. 


N the basis of these considerations, 

it is apparent that savings result- 

ing from private sales of high-grade 
bonds, translated to a per annum basis, 
are more fairly expressed as two-tenths 
of one per cent, than as six-tenths of 1 
per cent. Whether it is worth while to 
short-circuit the underwriters for a 
saving of that amount is the question 
to be answered—a question which it is 
hoped will be dealt with by the current 
SEC investigation. For utilities, at 
least, the avoidance of registration as 
an excuse for private sale no longer 
has the same significance that it did 


e 


when it was a means to avoiding all of 
the SEC requirements, because the ne- 
cessity of compliance with the Holding 
Company Act now encompasses many 
of the same expenses and delays that 
are encountered in registration under 
the Securities Act. Future considera- 
tion of this interesting development 
may thus be more narrowly confined to 
a discussion of private sale v. public | 
offering in terms of relative distribu- 
tion costs to and the comparative ulti- 
mate effects of the two methods on is- 
suers and investors. 

Summary Table IV reflects other in- | 
teresting side lights on the current util- | 
ity situation. The average maturity of 
24.25 years for bonds offered in 1938 § 
was slightly under the 26- to 27-year | 
average for the three previous years. 
Two influences account for this. A | 
larger than usual number of serial is- 
sues appeared in 1938 under pressure f 
for scaling down utility debt, and in § 
some instances there was a willingness 
of issuers to shorten term in order to 
gain advantages of the lower interest 7 
rates for shorter-time money. 

The amount of bonds indicated as 7 
distributed by privilege subscription 
was entirely accounted for by the offer- 
ings of convertible debenture bonds by 

8 Reports indicate, however, that in practice 
it is easier, cheaper, and quicker to effect the 
declaration of an issue under § 7 of the Hold- 


ing Company Act than it is to register the same 
issue under the Securities Act. 


TABLE III 
BANKERS’ SPREADS ON Bonp Issues UNDERWRITTEN, 1935-38 


Bonds Distributed 
or Underwritten 
by Bankers 
$1,091,038,900 
1,800,850,200 

643,624,000 
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Average 
Bankers’ Spread 
(Weighted) 
2.25% 

2.15 
2.04 
1.91 
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TABLE IV 


SuMMARY CHARACTERIZATION OF 1938 Pusiic Utitity FiInancinc As REPRESENTED 
By REGISTERED PuBLic OFFERINGS oF UtiLity SECURITIES 


Debt 


Financing ® 


Total public offerings 
Per cent of total 
Average maturity 
Average yield to investors 
Average cost to issuers 


Purpose of issue 
Redemption refunding 
Per cent of total 
Maturity refunding 
Per cent of total 
Funding 
Per cent of total 
Expansion 
Per cent of total 
Exchange financing 
Per cent of total 


Method of issue 
Offered by bankers to public 
Per cent of total 
Offered by issuers to public 
Per cent of total 
Privilege subscription offers 
Per cent of total 


$800,636,000 
88.77 
248,300° 
0.03 
100,964,200¢ 
11.20 
$5,687,019 


0.63 
17,195,373 
1.91 


Reported expenses of issue 
Average expense (per cent of par or 
book value) 
Bankers’ fees and commissions 
Average spread 


Classification of issuers 
Parent companies 
Per cent of total 
Subholding companies 
Per cent of total 
Operating companies 
Per cent of total 


* Comprising 43 issues of bonds and notes. 


Equity Total 
Financing® Financing 
$21,567,308  $923,415,808 

2.34 100.00 
4.90% 3.52% 
5.07 3.95 
$16,292,800 $772,615,141 
75.55 83.67 
0 7,885,959 
0.85 
48,012,210 
! 5.20 
4,775,508 94,842,497 
22.14 10.27 
0 0 


499,000 
231 


$20,803,208  $821,439,208 
96.46 88.96 
0 248,300 


ree 0.03 
764,100 101,728,300 
3.54 11.01 
$308,514 $5,995,533 
1.43 . 0.65 
563,687 17,759,060 
2.61 1.92 

0 $20,000,000 
ae 2.16 
$67,608 67,608 
0.31 


0.01 
21,499,700 903,348,200 
99.69 97.83 


b Comprising eight preferred stock issues at par or book value. Only common 
stock issue was that of Gulf Natural Gas Company; shares sold with preferred and 


booked at a nominal price of $.02 per share. 
* Commonwealth Edison Company issues only. 
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Commonwealth Edison Company. The preferred stock issue in the subholding 
inclusion of the conversion feature ne- company category, and apparently this 
cessitated this type of offering, but the issue was sold early enough so that it 
issue was underwritten to assure the could be without benefit of registratio 
success of the distribution. The pre- under the Holding Company Act. To 
ferred stock so offered included small extend our observations on this matte 
amounts by Cumberland Power and_ into 1939 is to be impressed with the 
Light Company and Washington Gas fact that the preferred stocks and de- 
Light Company. benture bonds of The North American 
Company “went out of the window” 
b ton classification of security offer- when offered in February. The com- 
ings, according to holding com- pany secured SEC approval of the is- 
pany relationship, shows a continuing  sues,® the plan of financing, and fol- 
concentration of offerings by operating lowed with a demonstration that hold- 
companies, as of 1938. During that ing company securities could be sold, 
year, market inhibitions were supple- if—; and perhaps there will be experi- 
mented by effective regulation over all ences in 1939 which will establish the 
holding companies by virtue of their number of “ifs” prerequisite to suc- 
registration under the Holding Com- cessful sale of holding company issues} 
pany Act. as a class. 
The Lone Star Gas Corporation ~>7,_; * 
sold the $20,000,000 of bonds—a col- sion. but ‘not without’a, vigorous. dissenting 


; *1:_ opinion aimed at the alleged inconsistencies of 
lateral trust issue. South Shore Utili preferred stock contracts by Commissioner 


ties Associates accounted for the one Frank. 


state tr 
electric 
sessior 
seriou: 
would 
dectri 
An 


Manufacturers Association Considers Government Competition §*“t 


‘ i of pro 

“Tue function of the government is primarily political, not eco- Power 
nomic. It was neither conceived nor constructed to compete with its 

own citizens in the production and distribution of the things used the T 

by the people. local ¢ 


“GOVERNMENT business will invariably destroy private business numbe 
when in competition with it. Private enterprise cannot compete success- Mf 
fully with enterprise carried on by government. In the final analysis ee 
deficits when created by government enterprise are always paid by Knox" 
the taxpayer. within 


“Ir and when public enterprise is undertaken, the field in which it state. 
is to operate should be clearly defined and shut off from the area in Thi 
which private enterprise functions. hi 


“CoNTINUING and increasing government competition with private comes 
enterprise is a major deterrent to the flow of job-creating capital into faced 
business.” state 

—Panxk from 1939 go of Congress of ; 
American Industry. tion 
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The Awakening to the Loss 
Utility Tax Revenues 


An acute situation has arisen in Tennessee and Ala- 
bama indicating that legislators are becoming tax 
conscious as the result of the substitution of govern- 
mentally owned utilities for the private companies. 


By MARCY B. DARNALL 


ECAUSE of the prospective loss of 
more than $1,000,000 a year in 
taxes heretofore paid into the 

state treasury alone by privately owned 
electric power companies, the recent 
session of the Tennessee legislature 
seriously considered measures which 
would impose state taxes on municipal 
dlectric systems. 

An acute situation has arisen as a 
result of the negotiations for the sale 
@ of properties of the Tennessee Electric 
Power Company and subsidiaries to 
the Tennessee Valley Authority and 
local distribution facilities to a large 
number of municipalities, including 
Memphis, Nashville, Chattanooga, 
Knoxville, and virtually all others 
within the so-called TVA area in the 
state. 

This imminent loss of state revenues 
tomes at a time when the legislature is 
faeed with a deficit estimated by the 
tate department of finance and taxa- 
tion at approximately $3,000,000 a 
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year, unless drastic new taxation is im- 
posed. Governor Prentice Cooper was 
in favor of the measures to tax munic- 
ipal power systems, but the legislation 
was sidetracked for the time being 
through becoming entangled with an- 
other proposal—that of legalizing the 
sale of liquor. 


— leaders favoring the re- 
peal of Tennessee’s prohibition 
law were able temporarily to block 
consideration of the municipal power 
tax bill, so as to force repeal as a 
revenue measure. They asserted that 
a liquor tax would obviate the ne- 
cessity of imposing a tax on the sale of 
power by municipalities or other public 
agencies. According to an estimate by 
officials, however, the proposed taxes 
on liquor and municipal power com- 
bined would yield not more than $2,- 
500,000 annually, or about $500,000 
less than the amount of the expected 
deficit. 
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The first test of strength between the 
two groups came in the house of repre- 
sentatives on February 23rd, when a 
vote was taken, not on the tax bill it- 
self, but on a resolution setting forth 
the necessity for a municipal utility tax 
as a temporary “emergency” measure. 
The resolution was at first adopted by a 
vote of 44 to 35, but was finally de- 
feated on reconsideration by the close 
margin of two votes—47 to 45. Sub- 
sequently, the governor agreed to de- 
lay the utility tax pending report of a 
recess “study” committee. The pro- 
hibition repeal measure was finally 
passed over the governor’s veto, by a 
margin of only one vote in the Senate 


on March 2nd. 


HE municipal utility tax proposals 
submitted to the Tennessee legis- 
lature by Governor Cooper consist of 
two bills, one providing for a gross re- 
ceipts tax and the other for a property 
tax. The first is somewhat involved, 
being tied in with the 5 per cent gross 
receipts tax now being paid to the state 
of Tennessee (and also to the state of 
Alabama) by the TVA under the terms 
of the original TVA Act of 1933. 
This first bill fixes the original levy 
at 3 per cent of the gross receipts of 
municipal power systems, but provides 
that whenever the revenue from this 
new tax, plus payments made to the 
state by the TVA, shall in either the 
first or last six months of a calendar 
year exceed $500,000, the municipal 
tax shall be reduced to 24 per cent. 
There are some other rather compli- 
cated sliding-scale provisions designed 
to eliminate the municipal tax eventu- 
ally, if and when the amount received 
by the state from the TVA 5 per cent 
tax reaches $1,000,000 a year. 
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The companion bill would require 
municipal, county, or other public 
power agencies to pay to the state and 
counties the equivalent of property 
taxes which have been paid by the 
private power companies. Properties 
used for government functions would 
be exempt from the tax, as would 
power properties publicly owned prior 
to January 1, 1934. 

Passage of the bill legalizing liquor 
(on a local option basis) sealed the fate 
of the municipal power bills for the 
regular session. But prohibition forces 
signified their intention to contest the 
validity of the liquor law in the courts, 
and even if it is upheld, the amount of 
revenue it would produce is almost cer- 
tain to be inadequate. 

Governor Cooper believes the tax on 
municipal power would still be needed, 
and there is little doubt that the matter 
will be brought up again, even though 
the governor had to bow to pressure in 
killing the tax at the recent session of 
the legislature. 

The tax loss to the state and counties 
as a result of TVA and municipal op- 
erations will be so great as to make the 
municipal tax levy inevitable eventual- 
ly, in the opinion of most administra- 
tion officials. 


| ne of state revenue through the 
operations of the Tennessee Val- 
ley Authority and municipal systems 
distributing power supplied by that 
agency in Alabama has led to the intro- 
duction of a bill in the Alabama state 
senate, providing for a kilowatt-hour 
tax on power sold by municipal au- 
thorities. The bill was introduced by 
Senator Booth on February 2nd, and 
was referred to the finance and taxa- 
tion committee. 
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THE AWAKENING TO THE LOSS OF UTILITY TAX REVENUES 





—_—_—_—_ 


Municipal Electric Systems 


cé ore towns in Alabama are already operating municipal 
electric distribution systems; others have obtained loans or 

grants from the Federal government for the purpose, and still others 

expect to acquire existing systems through purchase from the Ala- 

bama Power Company in connection with a deal being negotiated 

between that company and the Tennessee Valley Authority. None 

of the larger cities of Alabama contemplates the acquisition of mu- 

nicipal electric systems...” 





The principal provision of the 
measure is contained in its first section, 
the text of which is as follows: 


Section 1—Every municipality, improve- 
ment authority, power district, and every 
other state or municipal authority, instru- 
mentality, corporation, or agency, herein re- 
ferred to as “agency,” which sells or offers 
for sale to the public hydroelectric power 
for heat, light, or power services, except 
agencies which purchase their power from 
public utilities whose rates and charges are 
fixed and determined by a state regulatory 
body, shall pay monthly to the state for the 
privilege of selling or offering the same for 
sale a license tax equal to one and one-quar- 
ter mills upon each kilowatt hour of power 
sold by such agency during the preceding 
calendar month. 


Provision is made for the distribu- 
tion of revenue collected under the pro- 
posed act “‘to the state, counties, and 
cities in which any agency shall do busi- 
ness, and in the same proportions as if 
such revenue were derived from the 
payment of ad valorem taxes by a pri- 
vate corporation engaged in a like busi- 
ness,” 
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The introduction of the bill brought 
immediate protests from officials and 
numerous citizens of towns which have 
or expect to acquire municipal power 
facilities. Preliminary hearings were 
held by the senate committee, but the 
bill will not be reported out immedi- 
ately. The Alabama legislature will 
take a recess of several weeks and, at 
the request of Governor Frank M. 
Dixon, the bill will not be taken up 
further until after the recess. His own 
attitude toward the measure has not 
been publicly disclosed. 


oe towns in Alabania are al- 
ready operating municipal electric 
distribution systems; others have ob- 
tained loans or grants from the Federal 
government for the purpose; and still 
others expect to acquire existing sys- 
tems through purchase from the Ala- 
bama Power Company in connection 
with a deal being negotiated between 
MAR. 30, 1939 





PUBLIC UTILITIES FORTNIGHTLY 


that company and the Tennessee Valley large cities expect to obtain power 

Authority. from the Tennessee Valley Authority. 

What public sentiment toward the 

eo of the larger cities of Ala- proposed tax bill may be throughout 

bama contemplates the acquisi- the state cannot be predicted at present, 

tion of municipal electric systems, so as there appears to be little discussion 

far as is known at present, the situation of the subject so far, except in com- 

in that respect being quite different munities which would be adversely 
from that in Tennessee, where all the affected by the tax. 





Minor Worries of the Telephone Business 


New York. Since the advent of the cheap electric razor, a surprising 
number of thrifty nomads who do a good deal of their sleeping in day 
coaches and smoking cars, have taken to the habit of shaving in tele- 
phone booths, thereby allowing the telephone company to provide both 
electricity and boudoir. Some months ago, New York police made their 
first arrest of an unemployed salesman who used to “patronize” the 
public phone booth of a certain store by slipping out the light bulb 
and plugging in his electric razor, Since then a number of storekeepers 
have noticed similar patrons. The telephone company laughs off the 
matter as being only a trivial item, but several storekeepers have had 
mirrors arranged so that they can see that booth lights are lit while the 


line is supposed to be busy. 
* * * 
CLEVELAND, Ono. Cleveland taxicab drivers, proud of their service to 


the public, have found that the local telephone directory is an invaluable 

assistant to carry around in the cabs to locate persons, merchants, 

suburban addresses, and other odds and ends of information which their easter 
patrons require. A minor problem of the telephone company, however, timel’ 
is to keep such telephone le from disappearing from places where f 
they are supposed to be and being enlisted sub rosa into the taxicab service. ora 


* * * differ 


Wasuincton, D. C. Great indeed has been the annoyance of certain and 
Washington officials over the abuse of the telephone by solicitors selling stree' 
tickets for charitable functions or taking commercial orders, disrupting 
the supposed-to-be busy routine of officialdom. For obvious reasons, the servi 
local telephone company was not in a position to do very much about it. 

So an office memorandum recently went around one government de- 

partment informing the government workers that they were to answer 

all such telephone calls to the effect that office rules did not permit them 

to respond to any form of solicitation by telephone over official lines. 

One of the first solicitors to get this frigid greeting was a party worker 

trying to sell tickets to the Democratic faithful for a Jackson Day 

dinner. And maybe the boss didn’t hear about it from headquarters! 


* * * 


Cuicaco, Itt. Recently there went on sale in the better toy shops of the cont! 
Windy City a “G-Man” device designed for the kiddies, called Detecto- cessl 
O-Phone. With this handy implement, little Willie can hear conversa- fusis 
tions taking place 150 feet away and even through walls and panels. It 
did not take Willie’s father and uncles and aunts, and so forth, long to anal 
find out that grown-ups can get a lot of fun (?) out of this gadget. 0 
As a result, certain drug store loafers are getting quite a kick out of 

phone booth conversations, which is more than can be said for the man 
telephone company. ploy 


anot 
alm 
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Folly of Raising Rates 
In a Falling Market 


Modernization and commercial fares suggested 
as solution of the transport revenue problem. 


By WALTER JACKSON 


HE apparent failure of the July, 

1938, passenger fare increase to 

produce more money for the 
eastern steam railroads should make 
timely the publication of the high spots 
of a study to determine the results of 
differing policies in rates, in service, 
and in equipment modernization by 
street railway and motor bus systems 
serving thirty-eight metropolitan areas. 

The period used for the study was 
the 7-year span, 1929 to 1936, which 
takes us from the top earnings of the 
transport industry through the depres- 
sion years and into the partial recovery 
of 1935-1936. The study was not 
continued into 1937 because the “re- 
cession” of that year arrived at con- 
fusingly different times in the areas 
analyzed. 

Of thirty-eight areas examined, the 
managements in twenty-four have em- 
ployed the writer at one time or 
another ; and through many visits he is 
almost as familiar with the remaining 
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fourteen districts. So the characteris- 
tics of particular areas are given from 
on-the-ground rather than telescopic 
information. 


HE first task undertaken was a 

comparison of results within the 
industry on the bases of revenue from 
passengers, of service in vehicle miles 
rendered, and of usefulness in patrons 
carried. 

If such comparisons were carried no 
further, they could be grossly unfair 
and misleading because of the varying 
degree in which the common carrier is 
influenced by local conditions beyond 
its control. A city dependent upon the 
fortunes of one or two industries 
shows much greater fluctuations in 
transport revenue than one of equal 
population but greater diversity of 
manufactures. A city dependent upon 
basic industries shows sharper, more 
abrupt decline in employment than one 
of finished manufactures and jobbing 
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activities. A city so large that most of 
the workers are compelled to ride in 
some fashion loses patronage from 
dissatisfied riders more slowly than 
one where people are to a great extent 
within walking distance of their jobs, 
their markets, and their pleasures. 

Furthermore, a high average wage 
in one area may make acceptable a fare 
structure that is beyond the means of 
another area willing to abide with a 
correspondingly poorer grade of serv- 
ice if fares remain low. For whole 
groups of urban areas there is a lag 
due to some permanent cause. Cali- 
fornia and Florida tourist business, 
the success of crops, and the difference 
in the time of economic lows and highs 
between Canada and the United States 
are examples. 

Over a 7-year period, differences 
like the foregoing tend to iron out, but 
some of the factors are too important 
to allow comparison of transport re- 
sults to be made without reference to 
other yardsticks. 


Re this reason, the writer decided 
to seek further help by way of the 
most pertinent yardsticks available 
locally. Those which he found simplest 
to use were the changes in the number 
of telephone instruments, in the num- 
ber of passenger automobile licenses, 
and in the dollars of postal receipts. 
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Department store sales were disre. 
garded, partly because they were not 
available for all areas, and partly be. 
cause such stores have suffered a loss 
in their pro rata of available busines; 
on account of changes in distribution 
over the seven years involved. 

With regard to the telephone in. 
dustry: Almost all of this business is 
in the hands of the same management, 
Methods are uniform, whether in en- 
gineering, statistics, accounting, or 
publicity. No one is ashamed to bea 
telephone subscriber. Only a decided 
drop in earnings will cause people to 
give up the family telephone for neigh- 
bor courtesies or outside pay stations. 
If we take into further consideration 
the fact that the radius of the basic 5- 
cent call saw no great alterations in 
all but one of the urban areas studied, 
it is apparent that changes in the nun- 
ber of telephone instruments ought to 
be a pretty dependable yardstick for 
variations in local economic condi- 
tions. 


Wn" regard to the automotive 
industry: Everybody who has 
a car wants to keep it or get a better 
one; and those who have no car can't 
wait until they can get almost any- 
thing that will roll. So successfully 
has the automotive industry sold the 
idea of the social prestige of car 


TABLE I 


RANGE OF CHANGE (1936 v. 1929) BETWEEN BEST AND 
Worst, AND AVERAGE OF ALL COMPANIES ANALYZED. 


Range of Change 
Urban transport revenue 


Average 
2.27% I—41.51% D 


Urban transport revenue passengers .. 26.76% I—44.15% D 


owners 
autom« 


all des; 
item 
moder: 


21.71% I—25.48% D 
21.63% I—20.50% D 
31.26% I—19.06% D 
38.38% I—23.50% D 
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Urban transport vehicle miles 
Postal revenue 

Telephone instruments 
Passenger automobiles 
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TABLE II 


DEPRESSION AND PARTIAL RECOVERY PERIOD 1929-1936 
Rate or Order of Come back 


Transport Telephone 
Revenue Number 


BN 
3 
a 


A 
B 
C 
D 
E 
F 
G 
H 
I 
J 
K 
L 
M 
N 
O 
Pp 
Q 
R 
S 
. 
U 
Vv 
WwW 
x 
¥ 
Z 


Postal Psgr. Auto 
Revenue Licenses 


Mass Transport 
Miles Rev. Psgr. 





ownership that the come back of the 
automobile has been the strongest of 
all despite the fact that it is the dearest 
itm to buy and to operate. To 
modernize Polonius: ‘Costly thy 
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motor car as thy purse can buy—and 
then some.” 

With regard to postal receipts: Far 
from being accused of extortionate 
rates, the Post Office Department is 
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often chided for carrying things be- 
low cost. While this hardly applies 
to first-class matter, the public was not 
wroth with the government for in- 
creasing letter postage from 2 cents 
to 3 cents an ounce in July, 1932. 
After all, the Post Office belongs to 
the people. If it had to raise rates, 
well that was just too bad. 

Table I shows that in the era 1929 
to 1936 the industry of urban trans- 
port was hit hardest. 

It appears from this table that the 
company showing the best record had 
2.27 per cent more transport revenue 
in 1936 than in 1929; and the com- 
pany having the worst record had 
41.51 per cent less revenue than in 
1929. This company, however, was 
not to blame, as about 85 per cent of 
its business came from the hard-hit 
local automobile industry. :-The “aver- 
age change”’ figures in Table I are the 
actual weighted decline in revenues; 
viz., 28.50 per cent for all undertak- 
ings involved. 


HERE was just one urban trans- 

port area which showed increases 
in the three items of revenue, passen- 
gers, and service. This was Washing- 
ton. The reason, of course, was the 
increase in government employees dur- 
ing these years. Washington was also 
first in rise of postal revenue and tele- 
phone instruments, but only eighth 
(20.34 per cent) in increase of passen- 
ger automobile licenses. The latter 
suggests that the combination of com- 
mercial fares, modernization, and 
merger of three companies into one 
was helpful in keeping down the 
ravages of the personal car. It is also 
proper to add that the many cheap 
taxicabs in Washington and the diffi- 
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culty of parking are also important 
factors in Washington’s “uniquity” jn 
transport records. The second-best 
showing in transport revenue for 1929 
to 1936 is a decrease of 8.0 per cent! 

Looking at our “average change” 
figures, we see that urban transport 
took a terrible beating, whereas its 
direct and expensive competitor—the 
automobile—actually climbed back 
into the plus. 

The people’s complaisance toward 
an increase in postal rates evidently 
did not prevent them from exercising 
economy in postage when they could, 
The ladies discovered that penny post- 
cards would serve the place of 3-cent 
or 2-cent (local) letters. Business 
houses began to make larger use of 
semiopen envelopes bearing 13-cent 
stamps. Utilities and others having 
large numbers of invoices and circu- 
lars to deliver turned the job over to 
men on the “laid-off” list. So in spite 
of the 50 per cent rise in rates, the 
sales market fell so fast that the rev- 
enue return was off 8.75 per cent. Not 
even the Post Office can be said to have 
a monopoly inescapable. 


Besos return of the telephone to 
within 4.86 per cent of its 1929 
figure represents a triumph of sensible 
merchandising. There was little effort 
to make really marked increases. The 
Federal tax, since absorbed by a rate 
reduction, probably did more to dis- 
courage long-distance business than 
any move by the telephone people. 
While the transport industry as a 
group showed 28.50 per cent loss in 
revenue, the range of money loss (ex- 
cluding Washington) was from 8.00 
per cent to 41.51 per cent. To what 
extent were these losses due to policies 
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within and without the control of the 
operators? To answer this question 
with some degree of accuracy, the 
writer prepared Table II. 

The urban areas are arranged in 
Table II, first, in the order of their 
recovery of transport revenue ; second, 
in recovery of telephones ; third, in re- 
covery of postal receipts ; and, fourth, 
in recovery of passenger automobiles. 
The last two columns headed “Mass 
Transport” show the corresponding 
order of moderation in adjustment of 
service mileage and of the order of 
success in retaining passengers. 

It is clear that the areas designated 
“A” to “E” show up best in relation 
to the movements of their fellow utili- 
ties or yardsticks. Four of these five 
areas have commercial fares, such as 
passes and short-haul rates, and one 
has wisely retained the low flat fare 
which a low-wage public is able to pay. 
Three of these five areas did notable 
work in replacing rail with motor 
busses, and they actually ran more 
vehicle miles than in 1929. More miles 
with smaller vehicles do not necessarily 
mean more seats, but do mean that the 
seats come around oftener. 


i ew second five areas, “F”’ to “J,” 
show a revenue decrease range of 
18.29 per cent—20.53 per cent versus 
the 2.27 per cent increase—15.14 per 
cent decrease of the first five. They 
also compare favorably with their 


local yardsticks. All of the second 


five are operators whose moderate 
fares remained unchanged, but only 
one gave more vehicle miles because 
of extensive replacement with busses. 

The third group of five, namely, 
“K” to “O,” showed revenue losses 
from 20.95 per cent to 22.64 per cent. 
Here we begin to get a less clear an- 
swer from the yardstick test. The flat 
fares of this group ranged from low to 
high, but at least two of the five bene- 
fited by the addition of commercial 
fares. 

Jumping the following fifteen op- 
erators with losses of 23.62 per cent 
to 35.53 per cent, we come to the 
lowest eight with a decline of 35.93 
per cent to 41.51 per cent. In this 
cellar group, only companies “EE” 
and “LL” have telephone, postal, and 
automobile come-backs consistent with 
the transport record. This indicates 
that they were not at fault. Indeed, 
the chief reason for their poor show- 
ing was overdependence upon the 
fortunes of a single industry. The re- 
maining cellar tenants have revenue 
records quite out of line with their 
yardsticks. Every one of these is a 
high-fare property which also made 
more than the average cut in mileage. 

The foregoing deductions do not 
pretend to be 100 per cent correct, but 
they do indicate that there is a happier 
future for the operator who combines 
modernization and commercial fares 
than for the operator who is still liv- 
ing in the atmosphere of monopoly. 





“IF there is prosperity, starting say six months hence and sweeping on to 
flood as the conventions meet in June, 1940, and through to the Novem- 
ber election, Roosevelt and the particular group of advisers dominating 
the present trend believe the New Deal will be continued for four 


more years.” 
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—CARTER FIELD, 
Journalist. 


MAR. 30, 1939 





Wire and Wireless 
Communication 


HE announcement by Eugene O. 

Sykes, senior member of the Fed- 
eral Communications Commission, of his 
intention to resign and the introduction 
by Senator White, Republican of Maine, 
of a resolution calling for a sweeping in- 
vestigation of the FCC, were the latest 
developments in the hectic FCC con- 
troversy. Minor complications included 
the introduction by Senator Wheeler on 
March 8th of a resolution to authorize 
the Senate Interstate and Commerce 
Committee (of which Wheeler is chair- 
man) to make an “emergency survey” 
of the telegraph industry ; and the intro- 
duction of a bill by Representative Mc- 
Leod (Republican of Michigan) to make 
a 3-year minimum period for the issuance 
by the FCC of broadcasting licenses. 

From the strategical point of view, 
Commissioner Sykes’ resignation could 
not come at a more awkward time for the 
administration, although it was generally 
conceded that the former Mississippi 
jurist had no other purpose in mind than 
exactly what he stated in his letter of 
resignation to President Roosevelt—a 
desire to quit public life and resume 
private law practice. There are also 
rumors that Commissioner Brown is be- 
coming somewhat restless and that Com- 
missioner Walker may not seek renomi- 
nation when his present term expires in 

une. 

If these additional vacancies should 
occur, the administration probably will 
be forced to throw dignity to the winds 
and name 100 per cent New Dealers 
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simply in order to retain majority con- 
trol of the commission. Otherwise, the 
“opposition” under the determined Com- 
missioner T. A. M. Craven might seize 
the slim margin of control of the com- 
mission and force Chairman McNinch 
and his policies to the wall. 

By way of explanation for the fore- 
going discussion, it will be recalled that 
Commissioners Sykes, Brown, and 
Walker were the three members who 
generally supported Chairman McNinch 
in his drastic internal reorganization 
policies late last year, while Commis- 
sioners Payne and Case have shown 
periodic tendencies to join the highly 
independent Commissioner Craven. 
However, it must also be recalled that 
the administration is committed to an 
attempt to secure reorganization of the 
FCC by reason of the sponsorship of 
the Wheeler 3-man commission bill by 
Chairman MecNinch. And while hardly 
anyone concedes a chance for the enact- 
ment of the Wheeler-McNinch bill at the 
current session, the appointment of new 
commissioners to the FCC as presently 
constituted before the end of the session 
would amount to a confession of defeat. 

If the remaining six commissioners can 
be held in line until adjournment of Con- 
gress, the administration would then be 
in a position to make recess appoint- 
ments without losing any face over the 
matter—assuming, of course, that Con- 
gress will not enact reorganization legis- 
lation for the FCC before that time has 
come. 
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WIRE AND WIRELESS COMMUNICATION 


VER at the commission offices, the 
O “censorship” issue, dramatized by 
the recent feud between Chairman Mc- 
Ninch and Commissioner Craven, con- 
tinued to make trouble. The Congress of 
Industrial Organization stirred up the 
issue by placing evidence before the 
FCC’s own chain broadcasting investi- 
gation of alleged discrimination on the 
radio against labor unions. 

The CIO charged that the broadcast- 
ing companies attempted to prevent 
unions from presenting their accounts of 
industrial disputes. The Columbia 
Broadcasting System and the National 
Broadcasting Company were further ac- 
cused by the American Guild of Musical 
Artists, Inc., of acquiring monopolistic 
control of concert management with the 
resulting restraint of competition be- 
tween radio stations for the services of 
artists. 

The issue of censorship through 
monopoly control of communications fa- 
cilities within a single community was 
raised by application of a small broad- 
casting station operator to sell out his 
facilities to his only local rival—a sta- 
tion owned by a newspaper company 
which published the only newspaper in 
town. The community affected was 
Allentown, Pa. 


| peat cigs cum the problematic 
situation described above as. re- 
sulting from Sykes’ resignation, Wash- 
ington buzzed with rumors about his suc- 


cessor. Most of these were obvious 
guesses based on nothing more sub- 
stantial than President Roosevelt’s tend- 
ency up to now to appoint lame-duck 
New Dealers to administrative posts fol- 
lowing the elections of last November. 
However, most of these lame ducks are 
more or less pinkish in hue and a Roose- 
velt appointment along this line would 
clash harshly with the prevailing “busi- 
ness appeasement” of the administration. 
Remember, the last appointment to a 
Federal regulatory commission which 
the President made from the lame-duck 
class probably has done more to stir up 
business than any other official act of the 
year 1939—the appointment of Thomas 
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R. Amlie, former Progressive Repre- 
sentative from Wisconsin, to the ICC. 

Be that as it may, the following lame 
ducks are among those named as likely 
successors to Commissioner Sykes by 
way of recess appointment—or sooner 
than that if necessary to insure adminis- 
trative control of the commission during 
the interim prior to the adjournment of 
Congress: former Senator Fred H. 
Brown of New Hampshire; former 
Senator Ryan Duffy of Wisconsin; 
former Representative Maury Maverick 
of Texas (in the event that he fails to 
capture the mayoralty nomination in San 
Antonio next month); former Repre- 
sentative David J. Lewis of Maryland 
(who had some experience with com- 
munications regulation on the old War 
Industries Board during the Wilson ad- 
ministration); former Representative 
W. D. McFarlane of Texas, an anti- 
utility zealot who is known also in Con- 
gress as being very anti-FCC. 

And there is the inevitable lady candi- 
date, former Representative Nan Honey- 
man of Oregon, whose principal quali- 
fication seems to be that she comes from 
the West and has never been known to 
question orthodox party leadership. 

If the administration should decide 
that there is too much political risk in 
another lame-duck appointment, there is 
a fair chance that it may take the safer 
course of making a career appointment 
by elevating a staff member. Such a 
course would still leave open the question 
of whether the new appointee would 
follow the leadership of Chairman Mc- 
Ninch. Acting General Counsel Demp- 
sey probably could be depended upon to 
go along since he is a devoted protégé of 
the chairman. However, the youthful 
acting general counsel, although ad- 
mittedly able, has made enemies inside 
and outside of the commission by reason 
of his activities in the “purge” program 
conducted by Chairman McNinch last 
fall. 

A more likely staff candidate would 
be the commission’s hardworking chief 
engineer, Lieutenant E. K. Jett, a former 
Naval officer, well qualified and gener- 
ally well liked. Also falling somewhat 
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within the category of a career appoint- 
ment would be the suggested elevation of 
Carl I. Wheat, California attorney, 
whose short period of service as special 
counsel for the FCC special telephone 
investigation was marked with admitted 
success. Mr. Wheat is also well liked but 
is known for his independence of 
thought—and, needless to say, the ad- 
ministration is not looking for indi- 
vidualism in this particular spot at this 
particular time. 
* * * 

HE action taken by the FCC on 

March 13th in revising the alloca- 
tion of ultra high frequencies was looked 
upon as a very significant development, 
especially with respect to the apparent 
determination of the commission to en- 
force vigorous conservation of the va- 
rious uses of the spectrum. 

On October 13, 1937, the commission, 
by its order No. 19, provided for the al- 
location of frequencies from 30,000 to 
300,000 kilocycles. Of the frequencies 
affected by that order, 43.3 were reserved 
for government use. Of the remainder, 
74.5 per cent were allocated for tele- 
vision in the form of 19 channels, each 
6,000 kilocycles wide, and there was a 
scattering of nongovernment assign- 
ments for aviation, sound broadcasting, 
police, and experimental usage. Protests 
were filed by various classes of radio 
users who objected to the provision that 
they would operate under an experi- 
mental license, subject to cancellation 
without notice or hearing. 

In its order of March 13th following 
hearings and arguments of the Mackay 
Radio & Telegraph Company, RCA 
Communications, Press Wireless, Inc., 
Aeronautical Radio, Inc., and Interna- 
tional Business Machines Corporation, 
the FCC modified its order No. 19 so as 
to provide 28 frequencies for aviation 
service on that range of the spectrum 
which lies between 140,100 and 143,880 
kilocycles. Six frequencies between 129,- 
000 and 132,000 were provided for air- 
port traffic control, and other frequen- 
cies assigned between 60,000 and 150,000 
kilocycles were subject to allocation for 
other uses. 
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It is interesting to note the commis. 
sion’s language announcing its policy of 
allocation of frequencies between vari- 
ous contenders and applicants whos 
service might just as well be conducted 
over land lines. The opinion stated: 


The fixed service needs, concerning which 
much of interest appears in this record, are 
principally directed to domestic uses not 


existence and for the most part not for pur- 
poses entailing greatly disproportionate 
costs if provided by wire lines. These uses 


inadequate. It is the commission’s judgment, 
therefore, that provision for the fixed serv. 
ices in the frequency range considered must 
be limited generally to circumstances where 
wire lines are not available or where the 
cost of wire facilities is greatly dispropor- 
tionate as under conditions where circuitous 
wiring would be necessary. 


If the commission continues steadfast- 
ly along that line of policy, this means 
good news for the telephone and tele- 
graph industries, which stand, over a long 
range, to benefit by the relegation of in- 
creasing communications traffic of vari- 
ous kinds to a wire basis. Concerning 
television the order stated in part: 


There remain for consideration above 
150,000 kc. the assignments to television. It 
is generally conceded that these bands are 
not in excess of minimum requirements 
should the service develop in accordance 
with present expectations. However, it is 
strongly urged th 


which to predicate a definite allocation of 
these bands to the virtual exclusion of other 
experimental services. In considering this 
matter, the commission cannot put aside its 
responsibility to make provision for the fu- 
ture uses and adaptabilities of the radio 
medium. Television is an extension of the 


planning. The inherent structural vastness 
of this service, requiring wide bands of emis- 
sion and protection from interference even 
during experimental operations, makes this 
essential. If other services be permitted 
to absorb the available frequencies becaust 


to displace them upon the technical maturity 
and public acceptance of television would be 
of great hardship and difficulty and it might 
then even be impossible to permit entry 0 
that service. That television represents a 
advancement of the radio art of importance 
and value to the public is undisputed. Nor 
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WIRE AND WIRELESS COMMUNICATION 


is it seriously contended that the service 

may be rendered in any practical manner by 

any means other than radio. 

Generally speaking, the allocations for 
television remained about the same under 
the March 13th order, as under the orig- 
inal order No. 19, except that 3 of the 
19 bands reserved for television were 
open to general experimentation, subject 
to revocation upon interference with any 
regular television broadcasting. 

* * * * 

HE movement to have the wage- 

hour law amended to exempt oper- 
ators of small telephone exchanges 
shifted suddenly from the Senate to the 
House of Representatives in mid-March 
when Chairman Norton of the House 
Committee on Labor announced her in- 
tention of introducing a bill to cover a 
number of amendments which have been 
found necessary to the wage-hour law. 
This means that the telephone exemption 
amendment will be blanketed in with 
amendments covering other applications 
of the Fair Labor Standards Act of 1938 
which have resulted in industrial pro- 
tests. It was expected that hearings on 
such an omnibus amendment bill would 
get under way before the House commit- 
tee during the last part of March or in 
early April. 

Under the circumstances, it was not 
expected that the Senate Education and 
Labor Committee would go through with 
separate hearings on the Herring bili to 
exempt from the application of wage- 
hour standards telephone exchanges 
serving 1,000 subscribers or less. The 
United States Independent Telephone 
Association has been seeking to have the 
Senate committee begin hearings on this 
bill March 23rd. 

Furthermore, it was rumored that the 
telephone exemption section of Chair- 
man Norton’s bill might not be so liberal 
as the 1,000-subscriber classification pro- 
posed in the Herring-Harrington bills 
sponsored by the USITA. This is said to 
be due to reports from the wage-hour 
administrator that such an exemption 
was too large in its scope and should be 
cut down to less than 300. 

However, the Herring - Harrington 
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bills were known to have had substantial 
support throughout the rank and file of 
the House and Senate, and it was not un- 
likely that some attempt would be made 
to liberalize the amendment either in 
committee or on the floors of Congress, 
if the independent telephone industry 
could make a showing that the antici- 
pated bill by Chairman Norton would not 
afford reasonable relief for the industry. 
x * *K * 
_ companies operating in 
rural communities were cheered 
considerably by a recent decision of the 
second division circuit court of Carroll 
county, Arkansas. Judge Auten, speak- 
ing for this court on March 6th, vacated 
a general order of the Arkansas Depart- 
ment of Public Utilities which had held 
that electric utilities should not be re- 
quired to compensate telephone compa- 
nies for the expense of eliminating in- 
ductive interference caused by parallel 
telephone and power line construction. 
The Arkansas commission’s order had 
been held by rural electric codperatives, 
organized under the Federal REA pro- 
gram, as a victory. 

Now it is the turn of the small tele- 
phone companies to cheer—at least until 
a higher court has spoken. Judge Auten 
remanded the appeal of R.O. McConnell, 
operator of the Green Forest Telephone 
Company, Carroll county, to the depart- 
ment with instructions the general order 
and special order applying to McCon- 
nell’s case be set aside. He instructed the 
department to issue a certificate to the 
Carroll County Electric Cooperative Cor- 
poration, conditioned upon the electric 
utility compensating the telephone com- 
pany for inductive interference caused its 
lines by parallel electric lines. 

* * * x 

Communications companies of Wash- 
ington state were affected by two 
laws recently enacted by the state legis- 
lature. One appropriates $300,000 for 
statewide telephone investigation by the 
state department of public works. The 
other law expands the general investi- 
gatory power of the same state depart- 
ment at the financial expense of the 
utilities investigated. 
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Financial News 


Many Refunding Deals in 
Prospect 


HILE there has been no important 
utility financing recently, a con- 
siderable number of deals, mainly below 
the highest grade, are being considered. 
Some operating and holding companies 
with credit ratings somewhat below the 
highest have effected bank borrowings 
at a material saving of interest charges. 
Offering of $6,600,000 Community 
Public Service Company first 4s of 1964 
was made March 8th at par by a syndi- 
cate headed by Paine, Webber & Co. 

The Iowa Public Service refunding 
deal may be revived. About two years 
ago the company filed with the SEC an 
issue of $14,200,000 first 33s and $5,- 
000,000 serial debentures. 

American Water Works & Electric 
Company has issued $8,000,000 3 per 
cent secured promissory notes, which— 
if approved by the SEC—will be placed 
with five New York banks, redeeming 
outstanding notes. 

The New York Public Service Com- 
mission has reauthorized the issuance of 
$14,000,000 New York State Electric & 
Gas first 4s 1965. Reinstatement of the 
SEC registration, withdrawn some time 
ago, is probable when market conditions 
warrant. 

One of the largest operations now un- 
der consideration is that involving the 
$48,974,000 debt of Northern Indiana 
Public Service. The probable under- 
writer is Halsey, Stuart & Co. 


HE $40,000,000 Public Service of 
Colorado first 33s, $10,000,000 de- 
benture 4s, and $5,000,000 54 per cent 
preferred will probably be reregistered 
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and 
Comment 


By OWEN ELY 


with the SEC soon. Halsey, Stuart & 
Co. is expected to handle the bonds and 
The First Boston Corporation the pre- 
ferred stock. 

South Pittsburgh Water is preparing 
to refund its first 5s. An issue of $7,500, 
000 25-year first 34s is being discussed, 
A number of smaller water companies 
with high coupon mortgage bonds also 
may undertake refinancing. 

Refunding of Indiana & Michigan 
Electric’s $25,483,000 5 per cent bonds 
is expected in a few weeks. 

A registration statement covering $17, 
500,000 Northern States Power of Wis- 
consin first 34s was filed March 2, 1939. 
Smith, Barney & Co. will head the bank- 
ing group. 

It is reported that $22,600,000 West 
Texas Utilities first 5s of 1957 may be 
refinanced. 

Later this year Commonwealth Edison 
may move to refund $25,800,000 West- 
ern United Gas & Electric 5s and 54s. 

Canadian companies are preparing to 
do considerable financing. Montreal 
Light, Heat & Power will meet its July 
1, 1939, maturity of $21,600,000 deben- 
ture 3s by issuing $20,000,000 new con- 
vertible debentures. The $86,000,000 
Shawinigan Water Power 44s are con- 
sidered a logical candidate for refunding. 
Discussions are in progress for refund- 
ing of $68,000,000 Gatineau Power Com- 
pany first 5s of 1965. At this time it is 
expected that the following new secutri- 
ties will be sold: $62,500,000 30-year 
first 32s, of which part will be payable 
in Canadian dollars ; $7,300,000 of 1- to 
10-year serial notes, the interest rate of 
which is under discussion; and 35, 
shares of 54 per cent preferred stock. 
The First Boston Corporation is ex 


418 





small 
comp: 
with 1 
New 

come 
long-t 


additic 
report 
showe 
systery 
tentior 
scatter 


rt & 
and 
pre- 


ring 
500,- 
ssed, 
Anies 
also 


gan 
onds 


$17,- 
Wis- 


1939. 


yank- 


FINANCIAL NEWS AND COMMENT 


pected to be the principal underwriter 
for that portion of the securities sold 
in the United States. 


> 


Bell Telephone Financing 
In 1939 


B feo Bell Telephone System’s work- 
ing capital at the end of 1938 was 
only about $81,000,000, compared with 
approximately $100,000,000 in 1937 and 
$176,000,000 a year earlier. Last year the 
system spent nearly $300,000,000 for 
plant additions, of which a little over half 
was obtained from depreciation charges. 
In 1930 the Bell System had working 
capital of about $365,000,000 due to the 
sale of $219,112,700 convertible bonds in 
1929 and $257,940,700 stock in 1930. 

Regarding financing by the major sub- 
sidiary, New York Telephone Company, 
the New York Sun points out that next 
autumn’s refinancing may exceed $100,- 
000,000. The company’s long-term 34s 
are selling around 109, to yield about 
28 per cent (although redeemable at 
106), and Southwestern Bell’s long-term 
3s are selling at 105 to yield 2.75 per 
cent. To sell a 23 per cent bond it would 
be necessary for the company to take a 
small discount, but it is possible that the 
company may be advised to compromise 
with the odd coupon rate of 23 per cent. 
New York Telephone would thus be- 
come the first corporation to borrow 
long-term capital at a coupon rate under 
3 per cent. 


> 


“Integration” Progress 


foe SEC has requested supplemental 
data from principal holding compa- 
nies in connection with § 11 of the Util- 
ity Act, with regard to the set-up of op- 
erating properties in each locality. This 
additional information, most of which i is 
reported now in the commission’s hands, 
showed whether individual units of their 
systems were situated so as to permit re- 
tention under the act. Where units were 
scattered, the companies were requested 
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to show how retention would best serve 
the interests of present customers. With 
this supplemental data it is thought that 
the commission is now in a better posi- 
tion to make decisions upon the various 
plans submitted by the holding compa- 
nies last year. Some of the important 
problems facing the commission, as out- 
lined by Earl Sandmeyer in the New 
York Herald Tribune, are the following: 


Standard Gas & Electric Co., because its 
properties are so widely scattered, probably 
is most seriously concerned with the inte- 
gration provisions of the Holding Company 
Act. The system serves, roughly, 1,700 com- 
munities throughout the country, including 
such metropolitan areas as _ Pittsburgh, 
Louisville, the Twin Cities, Oklahoma City, 
and San Diego. It is understood that the 
company has filed detailed information with 
the SEC, however, emphasizing benefits of 
industrial diversification through its scat- 
tered holdings. 

The first important integration problem 
coming before the commission is that grow- 
ing out of the reorganization of Utilities 
Power & Light Corporation, which, under 
control of Floyd B. Odlum interests, is to 
liquidate large ‘holdings of utility operating 
companies and become an investment trust. 
The program will involve sale of many prop- 
erties to other systems, negotiations with 
which are under way. 

Another problem will concern Common- 
wealth & Southern Corporation, which, after 
the transfer of its Tennessee properties to 
the Tennessee Valley Authority on May Ist, 
may be in the market to purchase companies 
adjacent to its system in the North. Wendell 
L. Willkie, president, is understood to be 
interested in acquiring the Toledo proper- 
ties of Cities Service Company. 

Before this step is taken, however, the 
system may see fit to use proceeds of its 
Tennessee sale in refunding obligations of 
the remainder of its southern units, located 
in Georgia, Alabama, and Mississippi, ac- 
cording to close observers. 


¥ 


Private Loans 


——— to revised estimates pre- 
pared by The New York Times, 
private financing in 1938 amounted to 
about $650,000,000, or one-third of all 
corporate financing. Between January 1 
and March 5, 1939, private deals total- 
ing about $85,000,000 were announced, 
which amount was about equal to the 
public financing; but the private sales 
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PUBLIC UTILITIES FORTNIGHTLY 


outnumbered the public offerings by six- 
teen to three. Half of these were utility 
issues, as described by the Times in the 
table below. 

The Times makes further comment as 
follows: 


Considerable interest was manifested in 
the results ... of an independent survey of 
investment executives of leading banks, in- 
surance companies, and other financial in- 
stitutions on the question of private sales of 
securities. The fact that 85 per cent of the 
418 executives replying disapproved the 
practice, while 15 per cent approved it, was 
not surprising. A large percentage of the 
private purchases has been done by about a 
dozen or so of the large life companies, and 
the surprising result to many was that as 
many as 62 executives favored the practice. 


Utility Taxes in 1938 


. utility executives are becoming 
increasingly tax-conscious, judging 
from the stress on this topic in annual 
reports. Chairman Floyd L. Carlisle of 
Consolidated Edison points out that his 
company’s 1938 tax bill was equal to 
$4.48 a share on the common stock, which 
compares with earnings of $2.09 a share 
for stockholders. Taxes amounted to 5] 
per cent more than the aggregate pre- 
ferred and common dividends. The ratio 
of taxes to revenues increased sharply 
during the past ten years, rising during 
that period from 11 cents out of each 
dollar to more than 21 cents. 


e 


Borrower Amount 
International Tel. & Tel. 10-year 44% 


notes, to yield about 5.25% $15,000,000 


Ottawa Valley Elec. Co. Ist 4s, 1964, 
@ 103 


7,500,000 


South Pittsburgh Water Co. 3%s, 25- 
DEAE TNE BBE. oc bisi6s.0 vested Salo dee 


Central Illinois Elec. & Gas 3-year 
32% notes, @ 100 and int. ....... 


Gulf States Utilities Co. 3% ser. 
bank loans, 1939 to 1945 


Northeastern Water & Elec., 


Pacific Lighting Co. 3% ser. bank 


loans, @ 100 and int. ............ 7,000,000 


Southwestern Gas & Elec. 2s, ser. 


1941-1945, @ 100 and int. ......... 2,250,000 
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Purpose 


To repay short-term 
loans. 


To refund 5s, 1970. 


Refunding. 


Refunding. 


To refund 44% deb., 
1946, and $1,475,- 
000 owed Ethyl 
Gasoline Corp. 


20 small subsidiary 
notes from $40,000 
to about $500,000 
to repay loans 
from parent com- 
pany, which in 
turn used money 
to retire its 6% 
coll. tr. bonds. 


To refund $7,000,000 
deb. 44s, 1945. 


To refund $2,250,000 
4% serial debs., 
Ser. A, 1941-1945. 


Underwriter and/or 
Purchaser 


To several banks. 


Sold privately in 
Canada by Royal 
Securities Corp, 
Montreal. 


Sold to insurance 
companies. 


To be sold to North- 
western Mutual 
Life and Equitable 
Life (announced 
in February). 


To Chase National 
Bank (announced 
in February), 


Believed to have 
been taken entire- 
ly by John Han- 
cock Ins. Co, (an- 
nounced in Feb- 
ruary). 


To six banks (an- 
nounced in Feb- 
ruary). 


To Chicago banks 
(announced if 
February). 
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To illustrate the weight of taxes on 
residential electric rate schedules, Mr. 
Carlisle gave three hypothetical rate 
schedules which it would be possible to 
put into effect if the Edison system’s tax 
ratio could be reduced to that of the elec- 
tric utility industry in the United States, 
which pays about 16 per cent of its 
revenues in taxes (Edison pays 21.8 per 
cent) ; to the Tennessee Valley Author- 
ity, which sets aside 8.5 cents of each 
dollar of electric revenue; and the Hy- 
dro-Electric Power Commission of On- 
tario, whose taxes are termed negligible. 

Under tax conditions equal to the in- 
dustry as a whole in the United States, 
Mr. Carlisle said, Edison could put into 


effect the following rate schedule: The 
same minimum bill as at present, which 
is 90 cents for the first 10 kilowatt hours, 
and all the rest 3.3 cents a kilowatt hour. 
The present Edison residential rate is the 
90-cent minimum and then steps up 5 
cents a kilowatt hour for the next 35; 
4 cents a kilowatt hour for the next 40; 
3 cents a kilowatt hour for the next 40; 
and 2 cents a kilowatt hour for all in ex- 
cess. If Edison paid taxes at the TVA 
rate, Mr. Carlisle said, the Edison rate 
could be the 90-cent minimum and 1.7 
cents a kilowatt hour for all the rest; 
while if the Ontario tax basis were used, 
the rate could be a 50-cent minimum and 
all the rest at one cent. 
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American W. W. & El. $6.00 Cum. Pfd. 





Central & S. W. Util... $7.00 Cum. P.L. Pfd. 
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Columbia Gas & Elec ee Cum. ‘A’ Pfd. 


Cum. Pf. 


Pfd. 
5% Cum. Conv. Pfd. 





Commonwealth & So..... $6.00 Cum. Pfd. 





Electric Power & Light $7.00 Cum. Pfd 
$6.00 Cum. Pf. 


d. 
$7.00 Cum. 2nd Pfd. 
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(a) See Goodbody Monthly 


Market Letter of January, 1938, entitled “Utility Valuation Yardsticks.” 


(b) See Goodbody Monthly Market Letter of May, 1938, entitled “Utility Depreciation Yardsticks.” 
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The following table comparing 1938 
and 1937 tax ratios for some leading 
companies indicates that the tax burden 
has increased slightly for the average 
company in the past year: 

TAXES—APPROXIMATE RATIO TO Gross 

REVENUES 
System 


Consolidated Edison, New 
21.1% 20.8% 


13.6 
13.7 
17.3 


1938 1937 


System 14. 
American Gas & Electric... 13.5 
Commonwealth Edison .... 17.2 
Public Service of New 

Jersey 
Southern California Edison 
Brooklyn Union Gas 
Pacific Lighting 


17.4 
17.8 
16.4 
15.8 


Fortunately the private utilities may 
in future share their tax burden to some 
extent with the publicly owned electric 
enterprises. In Alabama, a bill has been 
brought before the legislature to levy a 
tax on each kilowatt hour of electricity 
sold by municipally owned plants, and 
Tennessee is reported considering a gross 
receipts tax upon municipally owned 
power systems. In Washington and Ore- 
gon there is being proposed a provision 
for taxation on public power districts on 
the same basis as private companies. 


> 


Prospects for Utility Stocks 


pened & Co. has analyzed the cur- 
rent outlook for utility securities 
from various angles, and we quote ex- 
cerpts as follows from its study: 


In the large tabulation [p. 421] we have 
attempted to evaluate in terms of per share 
earnings some of the long-term contingen- 
cies facing the utilities, such as (a) earn- 
ings above a fair rate of return (not yet 
absorbed by increasing taxes and deprecia- 
tion or declining rates), (b) increasing de- 
preciation charges, (c) popular clamor for 
rate reductions where rates are “high” with- 
out regard for rate of return on the invest- 
ment involved. 

What should this mean to the potential in- 
vestor in utility securities? Let us follow 
through a line of reasoning that may help 
him to decide. Suppose he is interested in 
Commonwealth & Southern $6 preferred 
selling at 60%. He finds that this company is 
in Group B, which as a group has operated 
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to better advantage than the more conserva. 
tive companies. He notes that this group js 
selling for 6.93 times earnings, which is be. 
low the 1936 low of 8.27, and that the market 
value of the group is considerably under the 
lowest Goodbody appraisal value . . . He 
notes that the latest earnings are $7.91 per 
share, which means it has a price earnings 
ratio of about 7.7. This is not too far out 
of line with the figure of 6.93 representing 
the average of its group. Thus satisfied he 
notes that 6 per cent on the higher Good- 
body rate base appraisal covers him on his 
present earnings, while 6 per cent on the 
lower Goodbody rate base appraisal covers 
him on his $3 dividend. A glance at the de- 
preciation column tells him that his stock is 
in line with the industry in this particular, 
And another glance shows him Common- 
wealth & Southern’s rates must be at or 
below the average. Furthermore, an increase 
in earnings can be looked for in 1939. Thus 
satisfied that the much publicized skeletons 
in the utility closet will not affect him un- 
duly, he can reach a decision with much 
more confidence. 


> 
The Utilities’ Defense Program 


EVERAL large eastern utility systems 
have made preliminary surveys for 
increasing their generating capacity, in 
connection with the President’s defense 
program, and others have actually placed 
orders. The program has doubtless been 
speeded up by the TVA-Commonwealth 
compromise and the better relations now 
existing between Washington and the 
utility industry. The Federal Power 
Commission’s engineering survey was to 
be completed about the end of March, 
and the findings were to be presented 
to the operating companies serving “key” 
cities in eastern territory. 

Among the more important programs 
for enlarging generating capacity are 
those being formulated by Consolidated 
Edison of New York, Public Service§ 
Corporation of New Jersey, American 
Gas and Electric Company, Philadelphia 
Electric Company, and Pennsylvania 
Power & Light Company. Consolidated 
Edison is expected to announce soon 4 
program for the expenditure of $10,000, 
000-$15,000,000 within a year and a half. 
Eastern companies are said to be plan- 
ning for about 300,000 kilowatt hours 
additional capacity. 
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What Others Think 


The Wisdom of the Ages 
Disproves Paternalism 


| ewes once called religion the “opiate 
of the masses”—a device to ease 
their exploitation by capitalism. A Wash- 
ington author, Nathan Boone Williams, 
has written a book which ironically turns 
this same accusation against the very 
type of government which Lenin stood 
for—the so-called dictatorship of the pro- 
letariat. No, it is not a book about Soviet 
Russia but an analysis of dictatorial 
tendency in government through the 
ages. More particularly it is a com- 
parison of reform and _ paternalistic 
trends exemplified in our own New Deal 


with the reform policies of past poten- 


tates and dynasties which have long 
since been swept into the “dust bin.” 

This is an arresting if not especially 
original thought, as Mr. Williams con- 
cedes. Invariably, when mankind gets 
into a pickle—whether it be an economic 
jam or a military mess—his panic drives 
him to look to his government for salva- 
tion and there are always politicians 
ready to take advantage of that situation. 
If the politician of the hour is merely a 
knave he will take his personal profit 
and depart, leaving human affairs to cure 
themselves, which they usually do eventu- 
ally. But if the man of the hour is a 
sincere fanatic, or has even a partial 
touch of the Messianic complex, he’ll 
ride his White Horse all over the liber- 
ties of the people in the name of progress 
and humanity. 

“Reliance upon government has 
throughout all human history,” says Mr. 
Williams in his treatise, “been the lure 
of those who would exploit mankind ; the 
hope of weak peoples.” Whereupon, Mr. 
Williams proceeds to sift the ashes of 
history to show that wherever there was 
a period of prolonged and widespread 
civil decay, oppression of individual liber- 
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ties, and downright suffering, there was 
generally to be found the blighting hand 
of government dictatorship often set into 
motion by the people themselves in vain 
hope of relief from the burdens of pass- 
ing misfortune. 

Mr. Williams begins his sifting of the 
lessons of antiquity with the “New 
Dynasty” begun two thousand years ago 
by Wang Mang, a Chinese reformer. It 
is surprising how closely some of these 
reforms come to present-day legislation, 
including attempts at commodity price 
fixing, the RFC, banking control, and in- 
evitable denunciation of the economic 
royalists. On this latter point Mr. Wil- 
liams quotes Wang Mang as follows: 

... None of these six (salt, wine, iron, 
mines, forests, credit) can be operated by 
the average citizen, who must depend upon 
the professional trader for the satisfaction 
of these needs. Therefore he becomes the 
victim of economic exploitation and must 
accept whatever price the rich and the 
strong are pleased to dictate to him. The 
sages of the ancient times realized all this 
evil and resolved to check it by means of 
governmental control. 


And so it was with other historical re- 
formers, including Wang An Shih, a 
Chinese reformer of 1069 A. D., who 
used the power of taxation to discourage 
commercial traffic in luxuries so as to 
divert capital and labor into more practi- 
cal channels, and who had.a political duel 
with the chief justice of his time. Mr. 
Williams notes with approval the re- 
straint of the Greek statesman, Solon, 
500 B. C., and the disastrous planned 
economy of the Roman Emperor 
Diocletian, 301 A. D. Flaked through 
the author’s historical discussion art 
constant references to present-day legis- 
lative trends in the United States. 

The principal lesson Mr. Williams 
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draws from his analysis is that a strong 
central government is invariably either a 
symptom or a cause of civil decay, 
whereas a government of checks and bal- 
ances, Or a government which has the 
rare sense of self-restraint to curb its 
own bureaucratic lust for power, is gen- 
erally found where national peoples have 
been most free and happy. With respect 
fo our own government he believes that 
the constitutional segregation of powers 
between the three independent branches 
isan answer to Macaulay’s criticism that 
the American Constitution is “‘all sail and 
no anchor.” 

He points to the danger, however, of 
subtle undermining of the independence 
of these three branches through the 
steady centralization of power in the 
executive branch of the Federal govern- 
ment, or in its satellite boards and com- 
missions. With this in mind, he quotes 
from Sir Flinders Petrie, ““When democ- 
racy has attained full power, the ma- 
jority without capital necessarily eat up 
he capital of the minority, and the civil- 


Mr. Williams pursues this thought of 
he insidious centralization of govern- 
ental power by the creation of boards 
pnd commissions through various chap- 
ers on monopoly, transportation, electric 
power, and coal control. He points out 
that legislatures are enticed into surren- 
dering powers to commissions by the sub- 
le suggestion that a legislative commit- 
ee has neither the time nor the special 
walifications to exercise the necessary 
ontinuous regulatory supervision. He 
bserves, however, that qualifications of 
en appointed to such commissions have 
penerally been unimpressive and the re- 
ult of their endeavors even more so. 
Speaking of the ICC, he says, “Now, 


after a hundred years of rail transporta- 
tion experience and more than fifty years 
of control and regulation by the Inter- 
state Commerce Commission—state com- 
missions have almost entirely disap- 
peared from the picture—we are not yet 
quite certain that we know as much about 
the subject as we did fifty years ago.” 


Wit Mr. Williams’ historical 
analogies are interesting, he does 
not offer us very meaty fare in a con- 
structive way. His suggestion for a posi- 
tive philosophy of government would 
seem to be an old-fashioned mixture of 
three ingredients—Adam Smith’s laissez 
faire, .Thomas Jefferson’s euphuism 
about the best government being the least 
government, and Grover Cleveland’s 
platitude about public office being a pub- 
lic trust. In short, the author would have 
the minimum of government regulation 
of business—and that to be accomplished 
by definite standards of law rather than 
the personal discretion of some inde- 
pendent board. 

He suggests government sufferance of 
cooperative commercial agreements to 
relieve the rigors of cutthroat competi- 
tion and tax subsidy to relieve unemploy- 
ment through private enterprise. It is for 
the individual reader to determine for 
himself whether such simple and broad 
remedies could be anything but com- 
mendable generalities in this complicated 
day. 

Nevertheless, the bulk of Mr. Wil- 
liams’ book constitutes a penetrating and 
informative revelation of a deadly 
parallel between the ambitious reforms 
of present-day bureaucracy and the er- 
rors of paternalistic government of the 
past. 


Tue Dust Bin. By Nathan Boone Williams. 
Washington. 1938, 304 pp. Privately printed. 





“THE staggering volume of questionnaires fired by the FCC at broad- 
casters, station stockholders, and sundry groups, for this ‘study’ or that, 
has practically reduced the business of running a station to a bedlam of 
bookkeeping—particularly for the smaller fellows.” 
—Enitor1aL STATEMENT 
Broadcasting. 
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The Public Utility As a Public Trust 


PROGRESSIVE view of the attitude 
which privately owned utility man- 
agement should take of its public func- 
tion was recently expressed by Dr. E. W. 
Morehouse, chief of the rates and re- 
search department of the public service 
commission of Wisconsin. This view was 
summed up in the concluding paragraph 
of Dr. Morehouse’s address, in which he 
stated : 


In conclusion, there will be little dispute 
that electric and gas utilities have made 
great strides in technical engineering accom- 
plishments. As the public has become more 
aware of these technical feats, it has become 
more conscious of the public functions that 
are thus served. The challenge at the pres- 
ent time is to bring the economic and public 
relations of these industries abreast of their 
technical advances. To meet this challenge 
in my judgment requires a continual testing 
of aims and methods. And the standards for 
this testing are no longer those appropriate 
to an industry regarded merely as a private 
function affected with a public interest. 
Rather, these standards are derived from a 
growing belief that electric and gas services 
constitute public functions entrusted during 
good behavior to private capital. 


The speaker pointed out that the added 
responsibilities with which regulatory 
agencies are charged are matched by the 
added responsibilities for management. 
The commissions require more informa- 
tion to do their job properly, and the utili- 
ties must codperate by arranging the data 
and setting them forth in an informative 
manner so as to form a basis for reason- 
able and constructive commission action. 
Dr. Morehouse said on this point : 


I do not expect that conflicts of interest 
and differences of opinion, either as to aims 
or methods, will disappear. That millennium, 
if it be one, which I doubt, is not “around 
the corner.” Grant that past differences of 
opinion will continue, and perhaps become 
more violent, does it then follow that each 
party should go its own way and “never 
the twain shall meet”? I do not think so. 
Despite ardent differences of opinion, I be- 
lieve there is room at least for consultation 
on technical questions of fact and techniques 
of getting facts. Even though we agree to 
disagree, consultation on some matters af- 
fords a beneficial opportunity for a mutual 
understanding of differing points of view. 
We have proceeded on this theory in the 


work of our Committee on Statistics an 
Accounts. 

Especially in the field of joint regulation, 
the potentialities of conflicting requirements 
suggest a need for some degree of consulta. 
tion and forbearance. I can only see added 
inconvenience and expense for management 
if conflicting requirements on major ques- 
tions were allowed to develop. Likewise on 
the regulatory side of the fence disunion 
breeds weakness. The only remedy within 
my view is forbearance by all parties anda 
deliberate attempt to cultivate national ui- 
formity where local interests do not pre. 
dominate. At the same time it should he 
recognized that an effective national stand- 
ard will and should be more exacting than 
the most lenient of varying local standards, 
A leveling upward process is inevitable. 


N other words, the speaker regarded 
management and regulation as being 
“pretty much in the same boat”—in that 
they are both constantly before the bar 
of public opinion. Commissions must 
reckon with the public impression as to 
whether regulation is delivering the 
goods. Utilities have a similar problem 
with their own public relations which 
these days have a tendency to fly off to 
wards the left in the direction of public 
ownership whenever private utility man- 
agement gets into hot water. In this con- 
nection, also, it must be remembered that 


worst minority, rather than by its better 
elements. 

Dr. Morehouse viewed the increasing 
encroachment of regulation upon what 
some utility executives may feel is the 
sphere of management as inevitable and 
continuous. He stated: 


As I see it, the addition of policy super- 
vision and formulation to commission duties 
is grounded chiefly upon two basic changes 
in economic institutions. One is the depres 
sion-induced collapse, or at least impaif- 
ment, of public confidence in corporate 
finance and control—in other words, a “de 
preciation” of public relations. Public dis 
trust is not confined to utilities ; it embraces 
banks, investment houses and brokers, and 4 
host of others. With millions of unemployed 
and with millions of idle dollars, despite 
bountiful resources, is it any wonder that the 
common man questioned the competence and 
the policies of business leaders? In this state 
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WHY SHOULDN’T YOU PULL YOUR WEIGHT? 


of insecurity and uncertainty, the average 
man has sought refuge in government as the 
only institution believed strong enough to 
cope with an entire industry or the industrial 
system, 

And so we have a second basic change— 
the growing concern of government, espe- 
cially in a democratic society, for the eco- 
nomic conditions and standards of living of 
its citizens. Join together government’s 
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greater responsibility for economic condi- 
tions and the public’s lack of confidence in 
industrial leadership and you have a corner- 
stone for the newer forms of administrative 
control of industry generally as well as of 
utilities. Examine the Holding Company Act, 
the Federal Power Act, and the Federal 
Communications Act as well as some of the 
revised state statutes and I believe you will 
find that these enactments entrust to ad- 
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ministrative bodies the responsibility for 
shaping industrial policies and, in the words 
of Dean Landis, supervising “the economic 
integrity of industries and their normal de- 
velopment.” This additional administrative 
task represents our democratic society’s way 
of correcting for the obsolescence of regu- 
lation which, in general terms, Owen Young 
recognized, 


He enumerated certain dangers to the 
efficacy of these newer forms of regula- 
tion: 

(1) Obstructions by uncodperative 


management; (2) obstructive and ex. 
pensive litigation which results in over. 
emphasis on procedure ; (3) incompetent 
regulatory personnel; and (4) jurisdic. 
tional conflict between state and Federal 
agencies. 

—F. X. W. 


FEDERAL AND STATE REGULATION, AND May. 
AGEMENT Atritupes. Address by E. W, 
Morehouse before Second Accounting Con- 
ference. Palmer House, Chicago, Ill. De. 
cember 12-14, 1938. 





Fifteen Years of Electric Rate Reductions 


RECENT publication of the Federal 
Power Commission effectively ex- 
plodes the prevailing notion that reduc- 
tions in the cost of residential electric 
service during recent years are traceable 
to the TVA yardstick or to other power 
policies which have been set in operation 
since 1933. That the pressure of the New 
Deal upon the electric utilities has been 


7 


a contributory cause in bringing about 
such rate reductions is indisputable. The 
accompanying charts which were pub- 
lished in the FPC release clearly indicate 
that this downward trend in electric rates 
has been going on since 1924. 
Furthermore, it will be noticed from 
these charts that with the exception of a 
somewhat irregular dip in the highest 


TREND OF AVERAGE TYPICAL BILLS FOR RESIDENTIAL ELECTRIC SERVICE 
CITIES OF 5000 POPULATION OR MORE 
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CITIES OF 50,000 POPULATION OR MORE 
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* The average bills are for a group of 150 cities of 50,000 population or more. 
§ The average bills are for all cities of 50,000 population or more. The index numbers are 


adjusted to be comparable with prior years. 
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consumption bracket between the years 
1935 and 1936, the downward tendency 
of all three consumption blocks (25, 100, 
and 250 kilowatt hours, respectively ) has 
followed a fairly constant pitch. The fact 
that the reductions have been more pre- 
cipitant in the bills for high consumption 
than in lower consumption would appear 
to indicate that the electric industry as a 
whole had turned to promotional rates. 

Promotional rates are those which are 
designed to stimulate consumption 
through the inducement of lower rates 
per kilowatt hour to large consumers. 
This trend, of course, conforms to the 
New Deal objective of making available 
to consumers large quantities of energy 
at greatly accelerated decreases in the 
unit cost. 

The FPC study was based upon typi- 
cal bills of all cities of 50,000 population 


or more. This comprises 52.3 per cent 
of the total U. S. population which lives 
in communities of more than 250. In 
more specific tabular form, the general 
average data assembled by the FPC were 
as outlined above. 

In presenting such information based 
on typical net monthly bills, the FPC bul- 
letin warned that it made no attempt to 
determine the reasonableness of the 
charges reviewed. “Many factors,” states 
the FPC in its foreword, “operate to 
cause differences in the levels of rates. 
An explanation of these factors is not 
within the scope of this report, the pur- 
pose of which is to present the rates ac- 
tually in force.” 


TypicaL Net MontHiy Bits For ELEctric 
Service. Cities oF 50,000 PopuLaTION oR 
More. January 1, 1938. Federal Power Com- 
mission, Washington, D. C. Price 10 cents. 





“Pustic utilities do not belong, theoretically, in a free capitalistic sys- 
tem; they necessarily land in government regulation, and some of them 
already have landed in public ownership.” 
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—Wuzuls J. BALLINGER 


Economic Adviser, Federal Trade 


Commission. 
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Notes on Recent Publications 


A CoMMENTARY ON Rapio REGULATION. By 
Herman S. Hettinger (assistant professor 
of Marketing, Wharton School of Finance 
and Commerce, University of Pennsyl- 
vania). Air Law Review. January, 1939. 

This report was prepared under the di- 
rection of T. A. M. Craven, former chief 
engineer and now associate member of the 
FCC. It was first made public in mimeo- 
graphed form in January, 1938, and was sub- 
sequently published in printed form by the 
Government Printing Office. He discusses 
the classification of radio broadcasting sta- 
tions and their relation to population 
density. 


Nort-So-Free Arr. By Stanley High. The Sat- 
urday Evening Post. February 11, 1939. 

Dr. Stanley High, so-called “former 
presidential adviser,” pictures the FCC, par- 
ticularly its chairman, Frank R. McNinch, 
as exercising an intangible system of censor- 
ship over radio programs. This is done by 
an invisible blue pencil which the commis- 
sion holds poised in mid-air like a sword of 
Damocles hanging over the heads of the 
radio broadcasters who have to apply every 
six months for license renewals, the grant- 
ing of which is more or less within the dis- 
cretion of the FCC. Asa result of this cen- 
sorship by intimidation rather than positive 
action, Mr. High mentions various in- 
stances such as the pseudo-catastrophe of 
the Martian invasion and alleged restric- 
tions on the activities of Boake Carter and 
General Hugh Johnson. 


A New CoMMUuNICATIONS ProcraM. Address 
by Frank R. McNinch, chairman of the 
FCC, before the North Carolina Society of 
Baltimore, February 10, 1939 (broadcast 
over Mutual Broadcasting System). 

Chairman McNinch took direct issue with 
the statements made by Dr. Stanley High 
in The Saturday Evening Post article de- 
scribed above. He pointed out that Dr. 
High never asked him (McNinch) for any 
information but hints that he got most of it 
from Commissioner Payne. He dismisses all 
of High’s specific examples of alleged 
censorship as inaccurate, misleading, and 
unfair. He gives an account of his own 
activities in this respect and discusses the 
need for new legislation such as that re- 
cently introduced by Senator Wheeler to 
reorganize the FCC into a 3-man commis- 
sion. 


AMERICA Resporn. By Ralph L. Woods. Long- 
mans, Green & Co., New York, N. Y. Re- 
leased March 15, 1939, 

“Distributable electric power is the magic 
force which can and will free American 
industry of its costly and uncomfortable 
urban fetters,” according to the author of 
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this study of decentralization of industry, 
The economic and social significance of 
electric power repeatedly is emphasized by 
this writer. Steam power is the villain and 
electric power the hero that eventually will 
rescue the United States from an urban and 
regional centralization of industry that, 
charges Mr. Woods, is an economic and 
social liability. 

He adds that increasingly broad and strict 
government regulation and excessive indus- 
trial overhead and operating costs are com- 
pelling industry to turn to decentralization 
of operation for substantial relief. “The 
overhead of America’s large industries is 
disproportionately high to the point where it 
is stifling many of our largest firms,” con- 
cludes this author in analyzing the relative 
merits of large and small plants. Although 
TVA’s objectives are viewed with sympathy 
by the author, he is skeptical that the gov- 
ernment can attract sufficient industry to 
justify the vast experiment. Metropolis is 
put under this writer’s microscope and in- 
dicated as a social blight and economic bur- 
den. Mr. Woods puts the whole complex 
question of decentralization up to industrial 
and management engineers, confident there 
is no dispute as to the general direction in 
which we should move. 


ARE INVESTIGATIONS WortH It? By Eliot H. 
Sharp. Forbes Magazine. January 15, 1939. 
Mr. Sharp gives an impressive analysis of 
the cost of investigations and what the busi- 
ness man should do about them if they come. 
The last nine Congresses have authorized a 
total of 246 investigations of various sorts. 
Conceding that the business man is at a 
disadvantage when he faces the politicians 
on their home grounds, Mr. Sharp gives 
helpful hints to ward off the blows of ex- 
aminers of the type who are out to make 
monkeys out of investigation witnesses. 


FACTS ABOUT THE POWER AND LIGHT BUSINESS 
in Texas. By J. M. Harris. Privately 
printed. Austin, Texas. January, 1939. 


LecaL Aspects oF FLoop Controv. Letter of 
Clyde L. Seavey, acting chairman of the 
Federal Power Commission, to Senator 
David I. Walsh, transmitting memoranda 
of the Bureau of Law and of the Bureau of 
Engineering of the commission relative to 
the various aspects of flood control. U. S. 
to Printing Office, Washington, 

. 1939, 


Nesraskxa’s Pustic Power Districts. By 
William F. Kennedy. The Journal of Land 
& Public Utility Economics. February, 1939. 


PROBLEMS IN PuBLic Utitity EcoNoMIcs AND 
MANAGEMENT. By C. O. Ruggles, Ph. D. 
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“I NEVER SAW SUCH A DAM COUNTRY.” 


McGraw-Hill Book Company, Inc. New 
York, N. Y. Second Edition. 1938. 722 
pages. 

Although designed for students of utility 
economics or business management rather 
than law students, this book of Professor 
Ruggles (of Harvard School of Business 
Administration) tempts a comparison with 
the case book of Professor Irston R. Barnes 
of Yale, reviewed in the last issue of this de- 
partment. It is essentially a case book. 
The principal difference, aside from 
Professor Ruggles’ natural stress on eco- 
nomic phases of utility management, is that 
the Harvard author is even a keener editor 
than Mr. Barnes. He literally slashes cases 
to ribbons and sharpens them to nubs in his 
pursuit of a specific point. While this bril- 
liance in editing might stun some of the tra- 
ditional followers of the case book system, 
it could not fail to attract and sustain the 
attention of the student. 
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Much more voluminous in note material 
and seeming to betray more intense research 
than the Yale Law School instructor, Pro- 
fessor Ruggles literally flies through his 
subject, throwing his case text now in 
large type, now in small type—sometimes 
reducing it even to footnotes. With vora- 
cious appetite for sources, he draws freely 
from the wide range of references, even 
including valuable excerpts from trade 
publications. By such methods the author 
naturally covers a lot of ground in a short 
time, and the result makes a finely balanced 
book which could be used just as profitably 
by a law class as by a class in utility eco- 
nomics. Although his excerpts are “short 
and sweet,” Professor Ruggles has managed 
to touch at least upon some phase of vir- 
tually all of the typical case materials which 
have appeared in other utility case books. 

The author might not care particularly 
for this designation of his work as a case 
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book by reason of the liberal amount of 
text and note material included. But 
it is essentially a case book, and a very 
good one in the bargain, not only for the 
student but for the professional practitioner 
and interested layman. The work is par- 
ticularly rich in its presentation of technical 
data covering actual operating problems, 
mostly drawn from cases cited in definite 
references (although this is augmented by 
field work studies and information secured 
at firsthand from executives and officials). 

The book does not go into the field of 
public ownership. Unfortunately, it lacks 
a separate bibliographical list. 


Pusuiic Utitity TAXATION IN OHIo. By James 
Carlton Dockeray. The Ohio State Uni- 
versity Press, Columbus, Ohio. 1938. 200 
pp. $2.40. 


Pustic Utinity Rerunps. By Floyd R. Simp- 
son. The Journal of Land & Public Utility 
Economics. February, 1939. 


THE MAN WHo TALKED Back. By Alva John- 
son. The Saturday Evening Post. February 
25, 1939. 

Alva Johnson is the man who talked back 
and got considerable attention in one of his 
earlier articles about the insurance policy 
salesmanship of the President’s son, James 
Roosevelt. But this article is a somewhat 
eulogistic description of Wendell L. Willkie, 
president of the Commonwealth & South- 
ern Corporation. The author credits Willkie 
with fearless courage in speaking back 
against government persecution at the time 
when certain other utility executives thought 
silence was the wiser course to follow. He 
builds Mr. Willkie up to pretty heroic pro- 
portions—crediting him with exploding the 
carefully launched New Deal boom of 
Robert H. Jackson for governor of New 
= state by worsting him in a radio de- 

ate. 


THE CONSOLIDATED Epison Lasor DEcIsion. 


By Charles F. Marsh. The Journal of Land 
& Public Utility Economics. February, 1939. 


THE FeperaL Power COMMISSION AND THE 


Gas Inpustry. By Chester J. Gerkin. 
American Gas Journal. January, 1939. 


THREE SOUTHERN TowNs—I. Tupelo: Feudal- 
ism and TVA. By Willson Whitman. The 
Nation. December 31, 1938. 

From an admittedly Left-wing viewpoint, 
Mr. Whitman gives an interesting analysis 


of Tupelo, Miss., the so-called “TVA city” 
~—including its labor troubles and the al- 
leged antiunion record of its Congressman 
John E, Rankin, co-author of the TVA bill, 


THE Sap, Sap Story or Mrs. Jones. By Kath- 
leen Robertson. McCall’s Magazine. Febru- 
ary, 1939 

In a clever article, effectively presented 
with cartoon illustrations, Miss Robertson 
makes clear to the average woman the im- 
portance of adequate electric wiring in the 
home. The article was prepared with the 
help of the Memphis Power & Light Com- 
pany and many folks in the contracting 
business. The curse of inadequate outlets, 
the jungle growth of multiple extension 
cords in the home, overloaded circuits, and 
the economy of adequate wiring were all 
covered comically but impressively. 


SERVICE CHARGES IN GAS AND ELectric RAtEs. 
By Hubert Frank Havlik (instructor in 
Economics, Columbia University). Colum- 
bia University Press, New York, N. Y. 
1938. 234 pp. $2.75. 

This volume is a study of the theory and 
practice of gas and electric rate making. 
It is specifically concerned with the prob- 
lem of service charges, a subject which has 
not been very widely examined. The author 
has carefully considered the case for and 
against the service charge, the costs on 
which charges are and should be based, and 
alternatives to the service charge, as well as 
the history of the development of these 
charges. The present trend in rate practices 
makes this study of considerable importance 
to companies, consumers, and regulatory 
commissions alike. 

Contents: (1) The Problem of the Serv- 
ice Charge; (2) The Development of Serv- 
ice and Minimum Charges; (3) The Case 
for the Service Charge; (4) What Costs 
Should Enter the Service Charge; (5) Ob- 
jections to the Service Charge; (6) Alterna- 
tives to the Direct Service Charge; (7) 
Variable or Uniform Service Charges? ; (8) 
Conclusions. Appendix A: The amount of 
Customer Costs; Appendix B: The Effect 
of Increased Appliance Use upon Character- 
istics of Domestic Consumption; Appendix 
C: The Relationship between Rates and 
Consumption; Appendix D: The Relation- 
ship of Economic Status to Possession or 
Availability of Utility Appliances and 
Facilities ; Bibliography; Index. 


Utitiry CoNSTRUCTION AND DEMAND FOR 
Power. By Wentworth W. Pierce. The 
Journal of Land & Public Utility Econom- 
ics. February, 1939. 
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Tribute Paid Ross 


pea Roosevelt, recently paying tribute 
to the late J. D. Ross, power administrator 
of the Bonneville dam, said he was “one of 
the greatest Americans of our generation.” 
Mr. Ross, who died on March 14th in Roches- 
ter, Minn., of a heart ailment, was one of the 
President’s close advisers on hydroelectric 
power development. 

Secretary of the Interior Ickes said the 
death of Mr. Ross “takes from us a man of 
courage and of vision who was a real pioneer 
in his field. He foresaw first what the de- 
velopment of hydroelectric power would do 
for the Northwest and labored until he 
achieved results in Seattle which brought wide- 
spread acclaim.” 

Until a successor has been named, Charles E. 
Carey, who had been performing the duties of 
acting administrator during Mr. Ross’ last ill- 
ness, will continue in that capacity. 


Clean Bill for TVA Seen 


Ganane George W. Norris early this month 
stated he was positive “the TVA is going 
to get a clean bill of health” in a report which 
was being prepared by the special Senate- 
House committee which investigated the 
agency. Although he declined appointment to 
the committee, Norris said he had followed 
most of the public hearings and “read a great 
deal of the testimony, some of it twice.” 

Norris predicted that the committee would 
report: “First, that there’s been no fraud, and 
second, that all charges of corruption are abso- 
lutely blasted.” 

Members of the committee said reports had 
been completed by Francis Biddle, committee 
counsel, and Thomas Panter, committee engi- 
neer, Senator Donahey, chairman of the in- 
vestigating group, was said to be seeking a 
unanimous report from the ten members. 

The Tennessee Valley Authority itself was 
said to have under consideration plans to ask 
Congress for a special authorization to sell 
bonds to finance its share in the purchase of 
the Tennessee Electric Power Company, sub- 
sidiary of Commonwealth & Southern Cor- 
poration. The TVA recently agreed to buy 
Tennessee Electric for $78,600,000, approxi- 
mately half of which price is to be borne by 
Tennessee cities and towns and the remainder 
by the Federal agency. 


Senator Norris on March 14th asked the 
Senate to amend the TVA Act swiftly so the 
TVA could finance its share of an agreement 
for purchasing the Tennessee Electric Power 
Company’s properties. 


More ICC Power Demanded 


HE Interstate Commerce Commission’s 

powers over railroad finance are much too 
weak, Senator Burton K. Wheeler, chairman 
of the Senate Interstate Commerce Committee, 
said in a statement issued early this month. 
He would give it “wider investigatory pow- 
ers” and the right to get “full reports from 
noncarrier subsidiaries of railroads.” 

Mr. Wheeler made his statement in issuing 
one of a series of preliminary reports by a 
commerce subcommittee which is investigating 
railroad finance. This report deals with the 
alleged “concealment of a loan” from the 
Chesapeake & Ohio Railroad to the Chicago 
& Eastern Illinois Railway. The Senator 
stated : 

“The commission is supposed to prevent 
financial abuses in the railroad field, but, as 
this report shows, its powers are so limited 
that ordinarily it can see no evil and hear no 
evil so far as affiliated banks, holding com- 
panies, and wholly owned subsidiaries are 
concerned.” 

The report asserted that legislation was 
urgently needed not only requiring subsidiaries 
to file reports along with the railroads which 
control them, but also giving the ICC power 
to examine the books of banks, stock brokers, 
and others who play important parts in rail- 
road finance. 

Senator Wheeler said he had recently in 
troduced a bill (S. 1310) which is designed to 
remove some of the “legal blindfolds” from 
the ICC and give it adequate power to examine 
the records of railroad holding companies, 
subsidiaries, banks, stockholders, etc., “instead 
of limiting its power to the examination of 
railroad books which tell only a part—and 
often a misleading part—of the story.” The 
bill also would require noncarrier subsidiaries 
to file reports along with the railroads that 
own them, 


FPC Calls Hearings 


HE Federal Power Commission recently 
announced it would conduct hearings 
March 27th on applications from three com- 
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panies for certificates of public convenience 
and necessity to proceed with construction of 
natural gas pipe lines. 
he commission has denied a petition for 

an order disclaiming jurisdiction as well as 
petitions to intervene filed by the National 
Bituminous Coal Commission and other coal 
interests, and has assumed jurisdiction over the 
pipe-line system proposed by the Kansas Pipe 
Line & Gas Company. This proposal, calling 
for construction of a pipe line from the Hugo- 
ton gas field in Kansas, through Kansas, Ne- 
braska, South Dakota, and North Dakota into 
Minnesota, would be one of those heard on 
March 27th. The coal interests which were 
denied petitions to intervene were to be per- 
mitted to present testimony at this hearing. 

Other petitions to be heard on the same date 
were on behalf of the Public Service Gas 
Company for construction of a line from Mon- 
tana and Wyoming through North Dakota and 
into South Dakota, Minnesota, and Wiscon- 
sin; and on behalf of North Dakota Consum- 
ers Gas Company for construction of a line 
from Mandan to Fargo, N. D., from Fargo to 
Grand Forks, N. D., and from a point near 
Grand Forks to Crookston, Minn. Petitions 
on the part of the coal commission and other 
coal companies and organizations in both cases 
were also denied, but permission to present 
testimony at the hearings was granted. 

Hearings on another petition for a certifi- 
cate of public convenience and necessity, filed 
by the General Gas Pipe Line Company, to 
construct a line from a point in Hart county, 
Ky., to a point in Hamilton county, Ind., which 
were originally scheduled for March 27th, 
have been postponed until April 17th. 


PWA Loan Sales 


HE Public Works Administration has col- 

lected either directly or through the Re. 
construction Finance Corporation more than 
$485,000,000 by the sale, repayment, and re- 
demption of the securities taken by the agency 
for construction loans, it was reported recently 
to Secretary Ickes by the PWA finance divi- 
sion in a summary of operation since 1933, 
The money, as received, has been available for 
allocation to other projects. 

About $12,000,000 of the amount was profit 
for PWA in the form of cash premiums which 
investors paid for the bonds over the amounts 
that PWA put out. About $18,000,000 of in- 
terest collected by PWA on its loans has been 
turned in to the Treasury. 

At the end of 1938 ae RFC had bought 
about $624,000,000 par value of PWA securi- 
ties, of which all but $171,000,000 were re- 
sold to private investors or had been paid, 
redeemed, or repurchased by the issuers. 

PWA had bought more than $697,000,000 
worth of bonds in its programs, the summary 
showed. Of this amount, it held about $44,- 
500,000 on December 31, 1938. On that date 
only $2,534,000 of principal and $2,051,000 of 
interest was delinquent, affecting 323 issues 
out of nearly 2,900 security issues by munici- 
palities or other local agencies which PWA 
had taken. 

The finance division noted that “when PWA 
came into existence the revenue bond was little 
used to finance new public improvements.” 
The average investor seemed “unwilling to 
risk default in the ‘growing pain’ stage of 
municipal enterprises.” 


Arizona 


River Compact Signed 


Fg -veoe! s long opposition to signing the 

Santa Fe Colorado river compact was vir- 
tually ended when Governor Bob Jones signed 
a legislative bill providing for conditional 
ratification of the agreement among the river 
basin states. 

Ratification of the compact, which divides 
waters of the stream among the states, is con- 
ditioned on the signing of a tri-state agree- 
ment by California, Nevada, and Arizona. This 
agreement would be in accord with terms of 
the Federal Boulder Canyon Act. 


ot bill, introduced in the senate by Senator 


E. Patterson, Yavapai, and engineered 
through the house ‘of representatives by Repre- 
sentatives Robert H. Forbes and William 
Spaid, both of Tucson, was hailed by its pro- 
ponents as the best means of placing Arizona 
in a position to gain rights long claimed to 
waters of the Colorado. 

The proposed tri-state agreement would al- 
locate 4,400,000 acre-feet of water to Cali- 
fornia, 2,800,000 acre-feet to Arizona, and 500,- 
000 acre-feet to Nevada. 

Legislators of the other two states, as well 
as Congress, must approve the agreement. 


Arkansas 


Gas Tax Defeated 


FTER brief debate, the state senate on March 
9th defeated, 8 to 22, a house bill by 
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Representative Dan W. Johnston, of Johnson, 
and others to levy a tax of 2 cents per thou- 
sand cubic feet on natural gas piped into 
Arkansas. Revenue from the tax would have 
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gone for state old-age and blind pensions. 

Senator W. H. Abington, speaking for the 
bill, said there was no reason for not taxing 
natural gas pumped into Arkansas in competi- 
tion with gas produced in the state. 

Opposing the bill, Senator R. K. Mason, of 
Camden, said there was no way the legislature 
could prevent the gas companies from pasing 
the tax on to the consumers. He said he saw no 
reason for “hopping on the natural gas people” 
and that the proposed tax would be a detri- 
ment to industry, especially to the pulpwood 
plants in the state. 


Flood Control Bill 


HE house conservation committee recently 
J yorkone “without recommendation” 
Representative Edward Bryson’s bill to re- 
create the state flood control commission 
with broad powers to set up a little TVA in 
Arkansas. 
The measure would instruct the governor 
to appoint a commission on the same basis as 
the present body. The new group could set 
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up hydroelectric plants on state streams and 
sell the power to any firms or persons the 
commission desired. The commission would 
have power to issue bonds on the anticipated 
income from the sale of power for the con- 
struction of dams and development of flood 
control. 

M. W. Greeson, of Prescott, a member of 
the present commission, explained “this bill 
puts us in a position to do trading with 
Uncle Sam.” 

After Hamilton Moses, attorney for the 
Arkansas Power & Light Company, protested 
the bill provided “too much power” to give a 
commission “whose primary purpose is flood 
control,” Bryson said the measure definitely 
was a “fight between the Arkansas Power & 
Light Company and the people of Arkansas.” 
He said the resources of Arkansas should 
belong to the people and not the power com- 
panies. 

Moses said passage of the bill would stop 
development by the utility companies in the 
state and would handicap the securing of Fed- 
eral funds for flood control. 


Georgia 


Tax Bills Introduced 


ba bills seeking to offset a loss in revenue 
of more than 50 per cent through the 
transfer of Fannin county utility properties to 
the Tennessee Valley Authority by the Ten- 
nessee Electric Power Company were intro- 
duced in the state legislature on March 6th by 
Representative R. T. Stiles. 

The first measure would give the state the 
right to levy on Federal government property, 


5 


and the second sets up an occupational tax not 
to exceed the amount now collected on an ad 
valorem basis. The bills do not affect Rural 
Electrification Administration lines in Georgia, 
it was declared. 

Representative Stiles declared that the state 
faced a loss of approximately $54,000, “or 
more than half our present revenue unless 
the government is required to pay the same 
amount of tax as formerly paid by the private 


” 


company. 


Illinois 


Utility Cuts Rates 


| = reductions totaling $2,208,000 annually 
and affecting 379,950 customers of the 
Commonwealth Edison Company group of 
public utilities, including the parent company, 
Public Service Company of Northern Illinois, 
Illinois Northern Utilities Company, and 


* 


Western United Gas & Electric Company, were 
to be made effective, James M. Slattery, chair- 
man of the Illinois Commerce Commission, an- 
nounced recently. 

Simultaneously, James M. Simpson, chair- 
man of the Commonwealth Edison Company, 
announced that the companies were accepting 
the new rates. 


Kentucky 


Electric Franchise Questioned 


|B gabecbviga of a half-century-old city ordi- 
nance, which Louisville city officials claim 
does not grant a “perpetual” electric fran- 
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chise to the Louisville Gas & Electric Com- 
pany, was asked recently in a suit filed by 
Director of Law Hal Williams in Jefferson 
circuit court. 

Seeking a binding declaration of rights, the 
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city asked that the 1890 ordinance be adjudged 
to constitute a license, or permit, and to 
repealable and revocable by legislative action. 

T. B. Wilson, president of the Louisville Gas 
& Electric Company, said company lawyers 
would prepare an answer. 

Filing of the suit climaxed a 6-month con- 
troversy between the company and city offi- 
cials over the old ordinance which granted to 
“the Gooch Electric Company, its successors 
and assigns, the right to erect poles, fixtures, 
wires, and all necessary appliances for trans- 
mission of power and light by the aid of 
electricity.” 

The suit explains that the Louisville Gas & 
Electric Company “now claims that through a 
succession of purchases or conveyances, it has 
acquired all the rights and interest of the 
Gooch Company and is the owner of a per- 
petual franchise and one which is not limited 
as to time of duration, and that the city is 
without power or authority to terminate, by 
repeal or otherwise, the ordinance referred 
to.” 
Should the court uphold the city in its in- 
terpretation of the ordinance, an electric fran- 
chise, with provisions specified by the city, 
can be offered for sale to the highest bidder. 


License Transfer Approved 


HE Federal Power Commission recently 

issued an order approving transfer of a 
license for a hydroelectric development lo- 
cated on the Kentucky river having a present 
installed capacity of 3,000 horsepower, by Ken- 
tucky Utilities Company to a consolidated 
company to be formed by merger of Kentucky 
Utilities Company and Lexington Utilities 


Company. Proposed new corporation will be 
named Kentucky Utilities eagery, 

In a concurrent order, the FPC closed pro. 
ceedings on a joint application of the two com- 
panies to consolidate, allowing Kentucky 
Utilities Company to withdraw as a party to 
the consolidation and dismissing application of 
Lexington Utilities following a finding that 
the Lexington Company is not a public utility 
within the definition of the Federal Power 
Act. 


Electric Franchise Voted 


N ordinance embracing a 20-year electric 
franchise was enacted recently by a 3 to 
1 vote of the Paducah board of city commis- 
sioners, ending the city’s 2-year-old power con- 
tract question. Under the law the ordinance 
became effective March 2nd. Provisions of the 
franchise were drawn according to recom- 
mendations of Dr. John Bauer, New York 
power rate expert. 

The franchise contains provisions under 
which the city is given an option to purchase 
for municipal operation the plant of the suc- 
cessful bidder any time after January 1, 1944; 
to name an appraisal board this year to evalu- 
ate the franchise holder’s properties ; to adjust 
electric rates at the end of each year on a basis 
of the company’s earnings on the valuation 
fixed by the appraisal body and to erect at any 
time a municipal plant without purchasing the 
franchise holder’s properties. 

The Kentucky Utilities Company, present 
holder of the franchise, will not bid on the new 
permit, which if purchased will become effec- 
tive in April, 1940, according to R. V. Green, 
Paducah manager of the power company. 


M ichigan 


Utility Sales Tax Sought 


HE State Board of Tax Administration 

on March 10th sent to the state legislature 
a bill to subject municipal gas, electric power, 
and steam sales to the state sales tax, and to 
make the sales tax a preferred claim in bank- 
ruptcy, 

Orville E. Atwood, manager of the board, 
said he could see no reason why municipal 
utilities should be exempted since they com- 
pete in some places with private enterprise. 


The present sales tax law does not specifically 
include municipal utility sales, and the courts 
have held that no sales tax can be collected in 
such cases. 

Atwood said the bill also would eliminate 
the conditional sales contract credit arrange- 
ment, which permits a seller to pay sales tax 
in the same proportion he is paid by a pur- 
chaser on such a contract. Atwood indicated 
the bill bore “at least semi-administration” 
favor. It was given to Representative Audley 
Rawson, house floor leader, for introduction. 


Nebraska 


Rail Commission 


Are of the present state railway com- 
mission and substitution therefor of an 
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enlarged public utilities commission, was ap- 
proved recently by the public works committee 
with its reporting to general file of L. B. 339 
by A. L. Miller. Miller pointed out that the 
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third, fourth, and fifth congressional districts 
at present have no representation and that the 
fifth district has seldom had it. 

With the growth of utilities in the state the 
commission has become overburdened and the 
work is constantly increasing; for instance, 
the growth of rural electrification, he said. 
The salaries of the commissioners would be 
cut from $5,000 to $3,000 per year, making no 
increase in the costs. 

A. A. Misegadis appeared for the bill but 
suggested that the state legislature should se- 
lect the commissioners, rather than leaving it 
to a vote of the people in each district. No 
one spoke against the bill. 

The present members of the commission 
would serve out their respective terms and it 
was pointed out that their salaries could not 
be cut during the terms of the offices for 
which they were elected. It would take effect 
in 1940 in the third, fourth, and fifth legislative 
districts. A member would be elected in the 
first district in 1942 and in 1944 and thereafter 
all members would be named for 4-year terms, 
on partisan political ballots. 


District Rejects Proposal 


R? W. Hudson, president of the North 
Loup River Public Power and Irrigation 
District, informed the cities of Ord and Bur- 
well recently that the district had rejected all 
proposals made by them for sale and repur- 
chase of electric power. 

He said the district expected the two cities 
to resume purchase of power from the power 
district under the 30-year contracts repudiated 
several weeks ago. The towns rejected the 
contracts and resumed generation of power 
in their own plants, claiming the district was 
not receiving enough of the money paid under 
the contract, and asserting the power supply 
was unsatisfactory. 

It was reported that unless the towns re- 
sumed operation of their plants using power 
from the North Loup, the district must go into 
receivership. The towns had offered to pay 
the district what amounted to a subsidy on 
power generated and used in the two plants, 
but the district refused the offer. The district 
is willing to pay $200 monthly to Ord and Bur- 
well if they will keep their municipal plants 
tondy to operate in case of a high-line break- 

own. 

Mayor M. B. Cummins of Ord said the 
question of what procedure to follow might be 
decided by voters at the April 4th election. 


Bill Curbs District Activity . 


U NDER provisions of a state legislative bill 
to which all interested parties have 
agreed, the three government-financed hydro- 
electric generating plants, if they conclude the 
purchase of any private power company, are 
barred from invading any territory served by 
the Guernsey dam, built by the government, 
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and located in Wyoming just across the 
Nebraska border. This dam has been supply- 
ing a large area in the North Platte valley over 
the lines of the Western Public Service Com- 
pany, a private corporation. 

The company is one of the group that the 
hydros included in a program of purchases of 
private companies to make up a statewide pub- 
lic power grid. Residents in the area served 
from the Guernsey dam, however, violently 
object to invasion of their territory because net 
earnings of Guernsey are used to retire the 
cost of construction of the North Platte sys- 
stem. It was also urged as uneconomical for 
two government projects to compete with one 
another. 

The bill, as amended, provided that no pub- 
lic power district shall sell power to a munici- 
pality or buy property from a municipality if 
and when the latter is serviced, wholly or in 
part, with power purchased from another pub- 
lic power agency or governmental agency such 
as the reclamation service; that if any public 
power district buys a privately owned plant 
located within a municipality, the latter may 
buy it later under conditions set out, and that 
a public power district may sell any of its 
property wholly or largely within a munici- 
pality to a municipality or another power or 
irrigation district. 

The possibility that the state’s power and 
irrigation districts may turn to temporary con- 
tracts with private utilities as a solution to 
their marketing problem left by stalemate of 
the Myers’ purchase program was seen in 
negotiations for a contract with the Southern 
Nebraska Power Company of Superior. 
Southern Nebraska was one of the utilities in- 
cluded in the proposed purchase of private 
firms by the hydroelectric districts. 

The Loup River Public Power District has 
given tentative approval to a contract for sale 
of power to the Southern Nebraska. The Cen- 
tral Nebraska (Tri-County) public power and 
irrigation district, which would ultimately 
supply power to the company, was a party to 
the contract. The agreement, effective March 
Ist, provided for automatic renewal or termi- 
nation by parties to the contract on a year’s 
notice. 

Platte Valley Public Power and Irrigation 
District directors have signed a contract to 
supply the Central Power Company at Grand 
Island. The district is now furnishing power 
to the Northwestern Public Service Company 
at North Platte. 

Loup and Tri-County districts may attempt 
to negotiate contracts with the lowa-Nebraska 
and Nebraska Power companies, it was said. 

J. E. Davidson, president of the Nebraska 
Power Company, recently stated that his com- 
pany and the other utilities of the state were 
prepared to buy power at a reasonable price 
from the public hydroelectric districts as soon 
as they can deliver it. He said that from the 
beginning “we have advised the officers of the 
public hydroelectric districts that we would be 
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pleased to codperate in their plans and pur- 
chase electric power from them, if it could be 
bought at a price that would not increase our 
costs to serve our customers.” 

R. O. Canaday, counsel for the Central 
Nebraska (Tri-County) Public Power and 
Irrigation District, subsequently said a sug- 
gestion had been made to state public power 
district officials that a public power district be 
formed without Federal aid to seek purchase 
of private power companies in the state. He 
said he had relayed the suggestion to officials 
of other public power districts in the state to 
get their reaction, but nothing has been done. 


Power Tax Bill Killed 


HE Craven bill taxing all property of pub- 
lic power districts was recently killed by 


the state legislative committee in charge. The 
action was taken on the theory that if the 
power districts are governmental subdivisions 
they are exempt under the Constitution and 
that if they are not they are now taxable. A 
law suit involving that question is pending in 
an inferior court. 

Senator Craven indicated that he would not 
attempt to revive the bill, but would seek to 
amend another bill submitting a constitutional 
amendment that would make taxable all 
private company power property purchased by 
a public power district. 

Although power district representatives 
have stated they would not oppose such a re- 
vised bill, considerable opposition has arisen 
from municipalities owning their own plants 
who fear that their properties will thereby be 
made taxable. 


North Carolina 


Power Tax Bill Introduced 


ENATOR Cogburn of Haywood introduced 
S a bill recently in the state legislature to 
impose a 3 per cent tax on all corporations 
selling electric power, including municipal 
plants, to provide $2,700,000 yearly to encour- 
age addition of a ninth month or a twelfth 
grade to the public schools. 

The appropriation would provide that the 
state could contribute $2.40 per pupil to defray 
costs of a ninth month, or of a twelfth grade, 
but a local school could elect to add only one 
of the two. 

The tax on the electric power sales could be 
passed on to the consumers under the bill. 


Tidewater Cuts Rates 


|G feo Commissioner Stanley Winborne 
recently announced the Tidewater Power 
Company had agreed to a reduction of $81,000 
annually in residential and commercial electric 
rates in its territory. The new rates are effec- 
tive for April 15th meter readings, he said, and 
followed negotiations begun early in January. 
He broke down the savings as follows on a 
yearly basis: 

Residential for New Hanover county, $24,- 
000; commercial, New Hanover, $18,500; resi- 
dential, outside New Hanover, $24,500; com- 
mercial outside, $14,000. 

In February, 1938, he said, the company 


made a reduction of about $56,000. Winborne 
stated : 

“The commercial rate heretofore has had a 
demand charge. This has been eliminated ex- 
cept where customers guarantee consumption 
of 25 kilowatt hours per month, in which case 
he gets still lower energy rates and pays the 
demand. Under this rate, the cost for current 
is as low as any similar rate in the state. This 
reduction in Tidewater rates is not justified 
by profits as the Tidewater made no common 
stock dividend payments since 1932 and failed 
to pay the last three preferred stock interest 
payments.” 


Landowners Fight Plant 


TS Federal Power Commission on March 
2nd had under consideration a petition of 
17 North Carolina landowners that the city of 
High Point be denied a license for its pro- 
posed $6,000,000 hydroelectric power develop- 
ment on the Yadkin river. 

Signers contended that the contemplated 
reservoir in Guilford, Davidson, Forsyth, 
Davie, and Yadkin counties would be “a 
menace to life, property, and navigation on or 
along the Yadkin river below it.” The petition 
also set forth that a “much more feasible and 
economical power site” was available in Stokes 
county on the Dan river, which, the com- 
mission was told, could be developed for about 
$500,000 less than the Yadkin site. 


ev 
Ohio 


Wins Lower Gas Rates 


Fg for lower gas rates from the Ohio 
Fuel Gas Company was won on March 


8th by Zanesville citizens when the state 
supreme court upheld decisions of the lower 
Muskingum county courts approving reduc- 
tions. The decision, which will result in a 
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saving of $5,000 to $10,000 monthly on con- 
sumers’ gas bills, approved an ordinance passed 
in March of last year fixing rates for a 5-year 
period. 

New rates, as compared with rates in effect 
under the ordinance which expired in March, 
1938, showed Zanesville consumers won a re- 
duction from $1 to 50 cents for the first 500 
cubic feet of gas used; payment of 50 cents 
per thousand cubic feet for all gas consumed 
after first 500, as compared with 55 cents per 
thousand paid for next 4,500 cubic feet under 
old rate; reduction of monthly minimum 
charge from $1 to 50 cents. 

In a state supreme court suit on March 10th 


the city of Cleveland appealed as unconstitu- 
tional the state utilities commission order of 
January 10th setting a 68.8-cent average gas 
rate for the city of Cleveland. The East Ohio 
Gas Company on March 4th also appealed the 
finding. 

The state commission set the rate after the 
company protested a 55.2-cent city rate ordi- 
nance and sought to charge 72 cents. 

Counsel for the city contended that the com- 
mission’s action in making the rate increase 
retroactive was invalid and that it interfered 
with the city charter “home rule” provisions. 
The appeal covered rulings on rates charged 
residential gas consumers and industrial users. 


Pennsylvania 


Ripper Bill Offered 


Aum to permit the ouster of state public 
utility commissioners for “political ac- 
tivity” was introduced by Republican leaders 
in the house on March 7th. The measure would 
allow the governor to dismiss a commissioner 
for that reason with the consent of only a 
majority of the senate, instead of the two- 
thirds vote required for removal on other 
grounds. 

Significantly, the proposal also would permit 
the senate to confirm nominations to the utility 
commission with only a majority vote. A two- 
thirds vote is necessary at present for any 
confirmation. The Republicans in the upper 
chamber cannot muster that much support 
without Democratic help, it was said. 

Some observers saw in the bill the start of 
a Republican drive to rip out or at least cripple 
the present utility commission, which is func- 
tioning under the liberal 1937 Utilities Act. 
On the other hand, some elements in the 
Republican party were said to believe any 
drastic move to “grab” the public utility com- 
mission would result in a serious political re- 
action. 

The commission at present consists of three 
Democrats, with two vacancies. The Demo- 
crats are Chairman D. J. Driscoll, Thomas C. 
Buchanan, and Richard J. Beamish. For one 
vacancy, Governor James recently appointed 
John Siggins, Jr., Warren manufacturer. 
Siggins’ confirmation was blocked by the 
Democrats. 


Tax Bill Revived 


Tz utility real estate tax bill, a piece of 
dynamite in the last several sessions of 
the state legislature, was reintroduced in the 
house on March 7th by Representative Elmer 
J. Holland, Pittsburgh Democrat. 

Mr. Holland was author of a similar bill 
two years ago which passed the house but was 
shelved in a senate committee. 

Like its predecessors, the new Holland bill 
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would authorize cities, counties, poor districts, 
school districts, Boroughs, and townships to 
levy on the real estate owned by public utilities. 
This real estate has been exempt from local 
taxation as a result of a series of court deci- 
sions dating back a hundred years. 

It was estimated utility property valued at 
more than $41,000,000 was exempt in Pitts- 
burgh alone. 


Philadelphia Gas Bill 


ee city council leaders prevailed 
upon the house leadership on March 7th 
to bring out of committee a bill designed to 
facilitate the plan to sell the rentals from the 
city’s gas plant. The measure would strip the 
state public utility commission of all power 
over rates to be charged Philadelphia gas con- 
sumers and leave sole authority in that respect 
in the hands of the Philadelphia Gas Com- 
mission. A taxpayer’s suit to test legality of 
the rental sale was expected to be filed. 

The state commission’s approval is presently 
necessary before the 1938 lease, as recently ex- 
tended and amended, can become effective; 
and final execution of the lease is prerequisite 
to consummation of the contemplated deal for 
sale of the rentals, by which council leaders 
hope to raise $50,000,000 to untangle the 1939 
budget muddle. 

The bill was originally introduced by Repre- 
sentative Herman J. Tahl, Republican of 
Philadelphia, but it languished in the public 
utility committee because, according to 
Speaker Ellwood. J. Turner, the committee 
“didn’t appear to know what it was all about.” 
A Philadelphia delegation induced the house 
leadership to have the house public utilities 
committee consider the measure. It was re- 
ported out a short time later. 

In the process, however, it was amended to 
enable small cities, boroughs, and townships 
that do not want to set up their own rate- 
making agencies for their publicly owned utili- 
ties, to remain under the state commission’s 
supervision. 
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South Carolina 


Santee to File Data 


HE Santee-Cooper Authority recently ac- 
knowledged a state house of representa- 
tives’ request for detailed information about its 
expenditures and promised the figures “at the 
earliest practicable date.” R. M, Cooper, gen- 
eral manager of the authority for the $37,- 
500,000 project, wrote Speaker Sol Blatt: 
“The board of directors of the South Caro- 
lina Public Service Authority has directed me 
to say that this resolution will be given im- 
mediate consideration, and, at the earliest 


practicable date, the house of representatives 
will be furnished the information desired. 

“Tt must, however, be borne in mind that in 
order to furnish this information it will be 
necessary for the authority to engage the serv- 
ices of an accountant or accountants to com- 
pile this data.” 

The resolution, sponsored by Representa- 
tives Winter and Dennis of Berkeley, asked a 
report “showing in detail each and every ex- 
penditure made by or in behalf of the said 
authority, including the names of payees and 
purposes for which paid.” 


Tennessee 


Power Tax Shelved 


C= Harcourt Morgan of the TVA 
told Governor Prentice Cooper in a tele- 
gram on March 6th that any legislative action 
now on the part of Tennessee toward taxing 
public power operations would be “premature” 
and suggested that the executive appoint a 
committee to “explore all angles of the prob- 
lem with us.” 

The TVA chief said that the problems aris- 
ing from the transfer of private power com- 
panies to public agencies with resultant tax 
losses to governing bodies were receiving “our 
intense and immediate study,” adding that 
pending proposals “seem unsatisfactory.” 

The governor proposed in bills introduced 
in the general assembly that a 3 per cent gross 
receipt tax be levied on the power groups. 
Cooper told reporters that, in view of the TVA 
statement, the state would not press for an 
immediate solution, but that a conference com- 
mittee would be appointed and an endeavor 
made to work out some acceptable plan. 

The general assembly on March 8th au- 
thorized the governor to appoint a 5-member 
committee to confer with the TVA. The legis- 
lature directed that a $7,500 allotment be set 
aside in the miscellaneous appropriations bill 
to defray the expenses of the committee. 

Morgan said that additional Federal legis- 
lation may be required and pointed out that 
the problem involved complicated relationships 
in several other states. It was his belief, he 
said, that no satisfactory solution could be 


reached “without further codperative study 
and effort among the various states, the au- 
thority, and the local communities involved.” 

Tax experts have estimated that the state 
and counties stood to lose $1,200,000 in the 
next fiscal year through the loss of property 
taxes formerly paid by the private companies. 

Legislative action was completed this month 
on Shelby county’s measure creating a light, 
gas, and water commission to administer 
Memphis’ publicly owned utilities. The house 
bill was passed in the senate. 


Utilities Board Approved 


apres y new public utilities board, se- 
lected by Mayor W. W. Mynatt, was re- 
cently approved by the city council. The new 
board is composed of the following members: 
Jo H,. Anderson, Frank H. Snipes, Fred W. 
Keith, William C. Ross, and James H. Hick- 
man. 

Members of the board will be paid at the 
rate of $20 a meeting, their compensation not 
to exceed $40 a month. They will fix the 
salary of the general manager, who was to be 
selected to head the water and electric divi- 
sions. 

The general assembly act creating the board 
gives it authority to fix the salary of the 
general manager. The board may utilize serv- 
ices of the city law director, city purchasing 
agent, and other agencies at City Hall, but 
must pay its proportionate share of maintain- 
ing those offices if services are used. 


Washington 


8th in the offices of the late Adie & D. 
Ross. Contract signed by the Willapa Elec- 
tric Company provided for transfer of its en- 
tire county distribution facilities to the Pacific 
County Public Utility District for $189,000. 


440 


Private System Bought 


1 fc agreement for the sale of a private 
power company to a public utility district 
in the Bonneville area was concluded on March 
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At the same time Acting Administrator 
Charles E. Carey executed a contract to pur- 
chase the company’s high voltage transmission 
line extending from Aberdeen to Raymond for 
$156,000. The steel-tower circuit, already insu- 
lated for 66,000 volts, ultimately will be raised 
to 110,000 volts and become part of the Bonne- 
ville superpower network. 

Funds for purchasing the Willapa system 
will be raised through the sale of revenue 
bonds, R. W. Schultz, president of the district, 
stated. Transfer was said to be dependent 
upon the issuance of such bonds at an interest 
rate not to exceed 43 per cent per annum. 

Power for Pacific County Public Utility 


> 


OF EVENTS 


District will be furnished from Bonneville 
dam. Carey, who is also principal construction 
engineer for Bonneville, said that work would 
be rushed to finish the line by the end of the 
year. Until that time the district will buy 
wholesale current from the Grays Harbor 
Railway, Light & Power Company at Aber- 
deen. Delivery will be made over the trans- 
mission line to be acquired by Bonneville. 

In signing the purchase agreement, Carey 
pointed out that the entire transaction fol- 
lowed the late administrator’s policy of paying 
investors a fair price for their properties 
rather than engaging in uneconomic competi- 
tion. 


West Virginia 


Landowners Exempt 


HE state supreme court recently ruled that 

the owner of the land on which a gas well 

is producing does not under certain conditions 

have to pay one-eighth of the production tax, 

and a few hours later the house of delegates 

finance committee recommended passage of a 
bill to do that very thing. 

The supreme court acted in a case brought 

by the Kanawha Valley Bank of Charleston, 

owner of a group of wells, against the United 


Fuel Gas Company, which leased them. The 
gas company had paid the state’s production 
tax and then deducted part of it from the 
one-eighth royalty agreed to in the contract 
with the bank. The supreme court opinion by 
Judge John H. Hatcher said: 

“Under a producing gas lease which pro- 
vides that the royalty shall be one-eighth of 
the wholesale market price of the gas at the 
well, the lessee is not entitled to deduct from 
the royalty one- -eighth of the tax imposed on 
producers of gas.’ 


Wisconsin 


Seek Rural Power Plan 


Wi repeal of the Wisconsin Develop- 
ment Authority Act already approved by 
the assembly, Speaker Vernon Thomson, of 

Richland Center, and three other Republicans 
early this month proposed, as a substitute for 
the La Follette power program, a new Wis- 
consin rural electrification division under the 
department of agriculture and markets. 

Unlike the WDA, which may do educational 
work on behalf of municipal ownership of 
utilities, the new bill would limit the proposed 
division to rural electrification work. It would 
appropriate $5,000 to July 1, 1939, and $15,000 
a year thereafter, to set up a “Wisconsin Rural 
Electrification Coérdination Division.” 

The unit’s purposes would be “to gather, 
digest, and disseminate all available infor- 
mation on rural electrification, to codperate 
with the Federal government and its agencies 
in carrying out its program of rural electrifica- 
tion, to coordinate the efforts of rural electri- 
fication codperative associations in this state, 
all to the end that electrification service shall 
be made available to all Wisconsin farmers 


441 


desiring such service and presently without it.” 

The directors, or other supervisor chosen 
to head the division, must be approved by the 
Federal Rural Electrification Administration, 
and two-thirds of the rural electrification co- 
Operatives in the state. 


Reductions Authorized 


A= $83,000 will be saved annually by 
11,000 business electric customers of Wis- 
consin Gas & Electric Company, and Wisconsin 
Michigan Power Company, sister corporations, 
through rate reductions authorized by the 
state public service commission, Chairman 
Fred S. Hunt announced recently. 

Nearly 8,000 customers of Wisconsin Gas & 
Electric in Kenosha, Walworth, Waukesha, 
Jefferson, Dodge, Washington, Ozaukee, Fond 
du Lac, Sheboygan, Dane, Rock, and Mani- 
towoc counties will share in $57,400 annual 
rate cuts. 

Savings to 3,000 customers in Outagamie, 
Winnebago, Calumet, Waupaca, Shawano, 
Florence, Marinette, Forest, and Vilas counties 
will total $25,400 a year. 
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The Latest 
Utility Rulings 


Validity of Ordinance Rate Fixing by 
Reference to Other City 


HE view of a lower Federal court 

that a city could not fix rates by an 
ordinance provision relating rates to 
those in effect in another city did not 
meet the approval of the United States 
Supreme Court in the litigation between 
the city of Texarkana, Texas, and the 
Arkansas Louisiana Gas Company. The 
high court reversed the circuit court of 
appeals which was in favor of the com- 
pany. 

A provision in the franchise required 
that the company should not charge any 
higher rate than the rate which the com- 
pany should be compelled to or should 
voluntarily place in effect in Texarkana, 
Arkansas. The Supreme Court held that 
the city by such a provision had not made 
an invalid abdication or delegation of 
the city’s rate-making power. 


Mr. Justice Reed, delivering the opin- 
ion of the court, said: 


The words just quoted prohibiting the 
charge or collection of higher rates more 
reasonably imply a limitation on the right of 
the gas company to look to other provisions 
of the franchise for authority to exact other 
rates. But if this view is not accepted, it 
is quite clear that the charter provision 163a 
retaining the right to regulate must be read 
into the franchise. This would result in 
leaving in the council of the Texas city the 
power to raise or lower the gas rates. 

Nor, in this view, can it be said there is 
delegation as distinct from abdication of the 
power to regulate. It is true, extra-state 
action determines that the rate shall lessen 
but the council has power over the rates at 
all times. The Arkansas rate is a mere 
measuring rod, as though the rate fluctuated 
with temperature or consumption, 


City of Texarkana v. Arkansas Louisi- 
ana Gas Co. 


e 


Federal Commission Passes on Interconnection 
Between Telephone Companies 


CONTROVERSY between the Okla- 
homa-Arkansas Telephone Com- 
pany and the Southwestern Bell Tele- 
phone Company, which has been waged 
in the courts and before the state commis- 
sion for several years, has finally been 
passed upon by the Federal Communica- 
tions Commission. The Southwestern 
Bell several years ago discontinued a 
physical connection at Fort Smith, Ar- 
kansas. Thereafter interstate messages 
were transferred at Poteau, Oklahoma. 
This left unused for such messages the 
lines of the Oklahoma-Arkansas Tele- 
phone Company between these points. 
The local company has been trying 
for years to compel the Southwestern 


Bell to restore this physical connection 
so as to permit the use of its own toll 
line. The Federal Communications Com- 
mission acted under the provisions of 
§ 201 (a) of the Communications Act 
of 1934, giving it jurisdiction to require 
physical connection when necessary or 
desirable in the public interest. The com- 
mission, in discussing its duties under 
this law, said: 

In determining whether a physical connec- 
tion between telephone carriers engaged in 
interstate communication is necessary or de- 
sirable in the public interest, the respondent 
contends that the commission is limited to 
facts or occurrences arising since the en- 
actment of that act. We do not share that 
view. It may be agreed that it is the pres- 
ent necessity or desirability which is at is- 
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sue, but it is also true that present necessity 
and desirability may be substantially affected 
by events which occurred prior to the crea- 
tion of this commission. Loss of revenue 
to a carrier, for example, may be reflected 
in the cost of service furnished by that car- 
rier to the public, and in determining whether 
or not a loss of revenue has occurred, and 
if so, whether it is justified, the commis- 
sion must consider the circumstances occa- 
sioning such loss. 

In respect to the contention that as a re- 
sult of prior adjudication the legality of 
certain acts has become moot, it will be 
observed that the issues with which this 
commission is concerned arise under the 
Communications Act of 1934, upon which 
no decision has been made; nor have these 
issues been determined on the basis of 
similar prior legislation. Such acts of either 
party, the legality of which has been litigated 
and finally decided in courts of competent 
jurisdiction, are of course in themselves be- 
yond the jurisdiction of this commission ; but 
having been adjudicated they may neverthe- 
less still affect the public interest. The rights 
of the parties may have been conclusively 
determined through litigation, but it is the 
public interest rather than the rights of the 
parties as carriers with which we are now 
concerned. 


The commission concluded that the 
circuits of the Bell Company between 
Poteau and Fort Smith were technically 
superior to those of the other telephone 
company. 

The determination was also made that 
additional facilities were not needed to 
handle the existing traffic. Moreover, 
the record did not show that the financial 
condition or earning power of the Okla- 
homa Company had been impaired to 
such an extent as to interfere with its 
service to the public or to require a raise 
in the rates to the public. 

It was said to be doubtful whether 
it would be in the public interest for the 
commission to take traffic from one car- 
rier and give it to another carrier when 
the need of the second carrier had not 
been demonstrated and when the interest 
of the public was not otherwise affected. 
The proceeding was dismissed. Okla- 
homa-Arkansas Telephone Co. v. South- 
western Bell Telephone Co. (Docket No. 
3796). 


e 


Power of State to Regulate Hours of Service 


Of Truck Drivers Is Upheld 


Bes judgment of the supreme court 
of New Hampshire sustaining the 
power of the state commission to regulate 
hours of service of motor truck drivers 
operating for contract carriers and com- 
mon carriers over state highways [25 
P.U.R.(N.S.) 473] was affirmed by the 


United States Supreme Court. The 
state regulation was attacked on the 
ground that there was a discriminatory 
exemption of others and that the state 
law had been superseded by Federal 
regulation of interstate carriers. 

A classification exempting from the 
challenged regulation those transporting 
products of their own manufacture or 
labor and motor vehicles engaged in local 
operations to a limited extent was held 
not to conflict with the rule of equal pro- 
tection. The contention of the carrier 
was that the discrimination between 
drivers of motor carriers had no fair 
or substantial relation to highway safety. 
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The court stated that the carrier had 
failed to show that in operations to which 
the regulation applied continuous driving 
for more than twelve hours was not so 
much more prevalent than in those 
exempted as to constitute a reasonable 
basis for the differentiation. 

As applicable to violations of the state 
law found to have been committed by the 
carrier, the state regulations, it was held, 
had not been superseded by the Fed- 
eral Motor Carrier Act or the regulations 
made under it by the Interstate Com- 
merce Commission. Jurisdiction in this 
field had been conferred upon the In- 
terstate Commerce Commission, but 
regulations of that commission had not 
yet gone into effect. Mr. Justice Butler, 
delivering the opinion of the court, said 
on this point: 

Without so deciding, we assume, so far as 


concerns the periods of continuous service 
condemned by the state commission, that 
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when the Federal regulations take effect 
they will operate to supersede the challenged 
provisions of the state statute. Then, the 
sole question is whether Congress intended 
that from the time of the Federal enact- 
ment until effective action by the commis- 
sion, there should be no regulation of periods 
of continuous operation by drivers of motor 
vehicles hauling in interstate commerce. 


The court concluded that plainly Con. 
gress by mere grant of power to the 
Interstate Commerce Commission did not 
intend to supersede state police regula- 
tions established for the protection of the 
public using state highways. H. P. Welch 
Co. v. State of New Hampshire. 


e 


Michigan Commission Has Jurisdiction over 
“Detroit Plan” 


N July 1, 1936, the city of Detroit, 
by arrangement with the Detroit 
City Gas Company in the form of a con- 
sent decree, established the so-called “‘De- 
troit Plan.” This was a semi-automatic 
form of regulation similar in some re- 
spects to the better known “Washington 
Plan” of sliding-scale profit sharing be- 
tween a utility and its consumers. Late in 
1937 the city prosecutor, dissatisfied with 
the operation of the plan, petitioned the 
Michigan Public Utilities Commission 
for an investigation of the gas company’s 
charges and the fixing of reasonable 
rates. The city and the company objected 
on the ground that the filing of the con- 
sent decree which set the plan in operation 
in effect established a franchise and 
thereby deprived the state commission of 
jurisdiction. 

The Michigan Supreme Court on 
March 10th ruled against the city by hold- 
ing that the “Detroit Plan” was not a 
franchise because it did not fix rates per 
se, was not revocable at the will of the 
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city, and had not been approved by a 
three-fifths majority of the voters. The 
effect of the court’s decision does not 
automatically terminate the operation of 
the agreement but leaves it to continue 
at the sufferance and with the approval 
of the Michigan state commission. The 
court pointed out that if the plan is sub- 
mitted to the voters and approved by the 
statutory majority necessary for the ac- 
ceptance of a franchise, it can then be- 
come independent of the supervision of 
the state board. 

Under the “Detroit Plan” the gas com- 
pany (whose name has since been 
changed to the Consolidated Gas Com- 
pany) is permitted a base earning of $3,- 
850,000. Excess earnings up to $550,- 
000 are divided equally between the gas 
consumers and the company’s stock- 
holders. Earnings beyond this point are 
split 75 per cent in favor of the con- 
sumers and 25 per cent for the stock- 
holders. City of Detroit v. Michigan 
Public Utilities Commission et al. 


Authority to Operate Airplane Service Granted 
By Arizona Commission 


. iy application for a certificate of con- 
venience and necessity authorizing 
the operation of an airplane for the trans- 
portation for compensation of freight, 
described as insecticides and germicides 
used in the treatment of growing crops 
or farm products between points within 
the state of Arizona, was granted by the 
commission of that state. This was said 
to be the first application coming before 


MAR. 30, 1939 


the commission for service of this char- 
acter. The commission said concerning 
the application : 


The applicant does not propose to and 
will not use the surface highways of the 
state. Viewed from that angle alone, the 
operation may not come under the jurisdic- 
tion of the commission. It does not, how- 
ever, seem necessary to determine that 
uestion at this time since the transporta- 
tion of property for compensation does come 
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within the purview of our jurisdiction under 
the provisions of §2 of Art. XV of the 
Cousatution and the statutes enacted pur- 
suant thereto. 


Apprehension had been expressed sub- 
sequent to the affirmative action of the 
commission in granting the certificate to 
the effect that the granting of authority 
might result in some disadvantage to the 
growers of agricultural products. The 


& 


commission did not think there was any 
cause for alarm in this respect. It was 
pointed out that the commission’s duty 
was to accord protection to the general 
public in all matters relating to service 
rendered by public service corporations, 
and that transportation must be at rea- 
sonable rates, free from preferences or 
discriminations. Re Quick (Docket No. 
7733-L-5082, Decision No. 10161). 


Revocation of Permit Because of No/o Contendere Plea 


T2 courts have held that a plea of 
nolo contendere entered in a crim- 
inal case cannot be used against a defend- 
ant as an admission in any civil action 
for the same act. Berlin v. United States 
(1926) 14 F. (2d) 497; Tucker v. 
United States (1912) 196 Fed. 260. For 
this reason the Federal Communications 
Commission held that charges against 
the holder of an amateur radio station 
license had not been sustained by the 
evidence and the commission revoked an 


earlier order which had revoked the 
license. 

The revocation order had been based 
upon the charge that the licensee had 
pleaded guilty in a Federal court to a 
violation of the Federal Communications 
Act. A reéxamination of the evidence, 
however, disclosed that he had pleaded 
nolo contendere to a violation, for which 
offense he had been placed on probation 
and ordered to pay a fine. Re Fabian 
(Docket No. 5273). 


Other Important Rulings 


 e supreme court of Illinois, in a 
condemnation proceeding relating to 
aright of way for transmission line, de- 
clared that the necessity for the improve- 
ment requiring condemnation and the 
manner of its construction are for the 
consideration of the condemner, subject 
to the decision of the commerce commis- 
sion as to convenience and necessity, and 
will not be reviewed by the courts unless, 
perhaps, for a gross abuse of discretion. 
lllinots Iowa Power Co. v. Rhein et al. 
17 N. E. (2d) 582. 


The Colorado commission authorized 
an applicant to operate as a Class B pri- 
vate carrier by motor vehicle for the 
| transportation of merchandise for Sears, 
Roebuck & Co. only, from its store in 
Pueblo to points within a radius of 50 
miles of Pueblo, without the right to in- 
crease the number of his customers. The 
commission said that while it is desirable 
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for common carriers by motor vehicles 
to retain all business which conveniently 
can be handled for the customer by such 
line haul services, such action should 
not follow where it will interfere with the 
ordinarily recognized business practices 
of firms such as Sears, Roebuck & Co. 
and Montgomery Ward & Co. Re Cle- 
menti (Application No. 4807-PP, De- 
cision No. 12815). 


The court of appeals of Kentucky, in 
affirming a judgment of a circuit court 
enjoining the issuance of bonds for, and 
construction of, a municipal electric plant 
without obtaining a certificate of con- 
venience and necessity from the public 
service commission, ruled that a fifth- 
class city may not begin construction of 
light, heat, and power plants until it has 
obtained such a certificate from the com- 
mission. City of Vanceburg et al. v. 
Plummer et al. 122 S. W. (24) 772. 
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The Pennsylvania Public Utility Com- 
mission refused to authorize applicant 
to operate common carrier service by 
motor vehicle where the application was 
based upon alleged “grandfather” rights. 
The commission said that while the “con- 
tinuous service” necessary to preserve 
“grandfather” rights cannot be broken 
by conditions over which applicant has 
no control, his application for authority 
to operate beyond the limits of the cer- 
tificate he then held constituted a volun- 
tary relinquishment of service which he 
by fundamental right was entitled to 
continue. Re Corter (Application 
Docket No. 20428, Folder No. 7). 


The supreme court of Washington 
held that a freight rate fixed by a rail- 
way company’s tariff filed with the de- 
partment of public service constitutes the 
lawful rate and recovery may not be had 
on account of charges for shipments 
made prior to the filing of shipper’s com- 
plaint in the department. State ex rel. 
Albers Bros. Milling Co. v. Department 
of Public Service et al. 86 P. (2d) 196. 


A Federal circuit court of appeals held 
that a municipality which had adopted a 
home rule amendment in the state of 
Texas had the right to build a gas sys- 
tem payable out of revenue bonds, and 
that a gas utility operating in the city 
could not question the city’s power to 
construct and operate the plant. Ar- 
kansas Louisiana Gas Co. v. Texar- 
kana, 100 F. (2d) 652. 


A Federal district court in Georgia 
held that a suit to restrain a railroad from 
abandoning part of its line which it was 
required to operate under charter granted 
by the state was not one arising under 
the Constitution and laws of the United 
States. On motion by the state such a 
case was remanded to the state court. 
State of Georgia v. Southern Railway 
Co. 25 F. Supp. 630. 


The superior court of Pennsylvania 


held that the commission was justified in 
finding that operations were those of a 
common carrier, where a motor express 
company performed collection and de. 
livery service of 1.c.l. freight regularly 
and continuously for all railroads wish- 
ing to employ it, and where the company 
had been performing similar service with 
respect to goods entirely in its charge and 
was in the business of serving the gen- 
eral public. Railway Express Agency, 
Inc. v. Pennsylvania Public Utility Com- 
mission, 4 A. (2d) 176. 


The Wisconsin commission, in estab- 
lishing rates for a municipal water utility, 
said that it appeared reasonable for a 
utility to charge a higher minimum bill 
for a seasonal customer. It is generally 
understood that the cost of supplying 
water service to a seasonal user should 
be somewhat higher than for the same 
quantity of water during the same period 
of time used by customers receiving serv- 
ice on a year-around basis. Re City of 
Juneau (2-U-1401). 


The supreme court of Nebraska held 
that the commission has power to regu- 
late rates and services of common car- 
riers; that the commission has the sole 
power to regulate the transfer or revoca- 
tion of operating authority ; and that the 
powers of district courts over certificates 
of convenience and necessity issued by 
the commission are limited to the en- 
forcement of the orders as provided by 
statute. Marconnit v. Effenberger et al. 
283 N. W. 226. 


The New York commission recom- 
mended that railroads adopt rules requir- 
ing the warning of employees of close 
overhead clearances, and forbidding such 
employees from going on top of box 
cars, between the engines or other high 
equipment, while movements are being 
made under bridges or structures. Ke 
Rules Respecting Riding or Working 
by Railroad Employees on Top of Mov- 
ing Trains (Case No. 9381). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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RE WASHINGTON RAILWAY & ELECTRIC CO. 


SECURITIES AND EXCHANGE COMMISSION 


Re Washington Railway & Electric 
Company 


[File No. 31-115.] 


Intercorporate relations, § 19.2 — Federal holding company regulation — Ex- 
emptions. 


1. A holding company and each of its public utility subsidiaries from which 
it directly or indirectly derives any material part of its income must be 
organized under the laws of a single state, and the holding company and 
every such subsidiary must be predominantly intrastate in character and 
carry on their business substantially in a single state, in order to obtain 
exemption from the provisions of the Public Utility Holding Company Act 
of 1935 for itself and such subsidiaries pursuant to § 3 (a) (1) of the 
act and Rule U-3A-1 of the General Rules and Regulations thereunder, 
p. 66. 

Intercorporate relations, § 19.2 — Federal holding company regulation — Exemp- 

tions. 

2. Exemption from the provisions of the Public Utility Holding Company 
Act of 1935, pursuant to § 3(a)(1) of the act and Rule U-3A-1 of the 
General Rules and Regulations thereunder, must be denied to a public util- 
ity holding company and its subsidiary companies when one of such sub- 
sidiaries sells electricity to consumers through its own facilities in another 
state, sells current to a related company for resale in another state, and 
exchanges power in another state, these sales constituting a part of its 
primary business of distributing and selling electric energy, p. 67. 


[December 15, 1938.] 


f ceupubrs by holding company for exemption of itself and 
its subsidiaries from the provisions of the Public Utility 
Holding Company Act of 1935; application denied. 


¥ 


By the Commission: On Novem- pany and for each of its subsidiary 


ber 30, 1935, Washington Railway 
and Electric Company (hereinafter re- 
ferred to as “the applicant’’) filed an 
application pursuant to § 3 (a) (1) 
of the Public Utility Holding Com- 
pany Act of 1935 (15 USCA § 79c) 
and Rule U-3A-1 of the General 
Rules and Regulations thereunder, 
seeking exemption from the provisions 
of said act for itself as a holding com- 
[5] 


companies as such. An amended ap- 
plication was filed July 1, 1938. On 
October 10, 1938, after appropriate 
notice, a hearing was held before a 
trial examiner. Thereafter counsel 
for the applicant and counsel for the 
Commission filed proposed findings of 
fact and supporting briefs on the facts 
and the law. 

The applicant is a District of Co- 
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lumbia corporation, approximately 95 
per cent of the common stock and 
approximately 15 per cent of the 
preferred stock of which is held 
by North American Company. The 
applicant itself owns all the com- 
mon voting stock of Potomac Elec- 
tric Power Company (a District of 
Columbia corporation hereinafter re- 
ferred to as ‘“‘Pepco’’), all the cap- 
ital stock of Washington and Rock- 
ville Railway Company of Mont- 
gomery county (a Maryland corpora- 
tion hereinafter referred to as “Rock- 
ville”), 50 per cent of the capital stock 
of Capital Transit Company (a Dis- 
trict of Columbia corporation), and 
66.68 per cent of the capital stock of 
Great Falls Power Company (a Vir- 
ginia corporation). Rockville owns 


all the capital stock of Braddock Light 
& Power Company, Inc. (a Virginia 


corporation hereinafter referred to as 
“Braddock’’) and of Potomac Elec- 
tric Appliance Company (an inactive 
Delaware corporation), as well as the 
33.32 per cent of the capital stock of 
Great Falls Power Company not 
owned by the applicant. Of the above 
companies, only Pepco and Braddock 
are “public utility companies,” as de- 
fined in § 2 (a) (5) of the Public 
Utility Holding Company Act of 
1935. 

[1] We have previously consid- 
ered the scope of § 3 (a) (1) of the 
Public Utility Holding Company Act 
of 1935 (15 USCA § 79c) ' and have 


pointed out the two general require- 
ments which it contains. Re Houston 
Nat. Gas Corp. (1938) 25 P.ULR. 
(N.S.) 1, petition to review dismissed 
sub. nom. Houston Nat. Gas Corp. 
v. Securities and Exchange Commis- 
sion (1938) 100 F. (2d) 5, 26 P.ULR. 
(N.S.) 225. These requirements are 
(1) that the applicant holding com- 
pany and each of its public utility sub- 
sidiaries from which it directly or in- 
directly derives any material part of 
its income be organized under the laws 
of a single state, and (2) that the ap- 
plicant holding company and _ every 
such subsidiary be predominantly in- 
trastate in character and carry on their 
business substantially in a single state. 

Counsel for the Commission con- 
cedes, and we find, that in this pro- 
ceeding the applicant and its public 
utility subsidiaries meet the first of 
these two requirements. Pepco, like 
the applicant, is organized in the Dis- 
trict of Columbia, which is a “state” 
within the definition of that term in 
§ 2 (a) (24) of the act. Braddock, 
the only remaining public utility sub- 
sidiary of the applicant, does not con- 
tribute materially to the applicant’s 
income. Braddock’s gross income 
from operations for the year ended 
December 31, 1937, was only $171,- 
109.85 and its total net income only 
$16,959.25. It paid dividends of $17,- 
100 to Rockville, which in turn paid 
$16,500 in dividends to the applicant. 
Both the amount of Braddock’s in- 





1 The section reads as follows: ‘The Com- 
mission, by rules and regulations upon its own 
motion, or by order upon application, shall 
exempt any holding company, and every sub- 
sidiary company thereof as such, from any 
provision or provisions of this title, unless and 
except in so far as it finds the exemption 
detrimental to the public interest or the in- 
terest of investors or consumers, if— 
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“(1) such holding company, and every sub- 
sidiary company thereof which is a_ public 
utility company from which such holding 
company derives, directly or indirectly, any 
material part of its income, are predominantly 
intrastate in character and carry on their busi- 
ness substantially in a single state in which 
such holding company and every such sub- 
sidiary company thereof are organized.” 
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RE WASHINGTON RAILWAY & ELECTRIC CO. 


come available for dividends and the 
amount actually received by the appli- 
cant were less than one-half of 1 per 
cent of the applicant’s total net income, 
of the applicant’s gross receipts from 
Pepco and Rockville, and of the total 
net income of the applicant’s public 
utility subsidiaries, and Braddock’s 
gross receipts from operations were 
only slightly more than 1 per cent of 
the total gross operating receipts of 
applicant’s public utility subsidiaries. 
On whatever basis it is considered, the 
income derived or derivable by the 
applicant from Braddock does not ap- 
pear “material.’”” The fact that Brad- 
dock is organized in the state of Vir- 
ginia rather than in the District of Co- 
lumbia is consequently irrelevant, and 
the availability of the exemption de- 
pends upon whether the applicant and 
its public utility subsidiaries meet the 
second requirement of § 3 (a) (1). 

[2] It will be noted that the sec- 
ond requirement of § 3 (a) (1) has 
two subdivisions, the first of which 
telates to the interstate or intrastate 
character of the companies themselves, 
the second of which relates to the in- 
terstate or intrastate character of the 
business which they conduct. The 
conditions of both subdivisions must 
of course be met if the application is 
to be granted. The following discus- 
sion is concerned only with the second 
subdivision—whether the companies 
“carry on their business substantially 
in a single state’—and with that sub- 
division only in so far as it relates to 
Pepco. 

Pepco generates power in the Dis- 
trict of Columbia and distributes it 
both in the District and in the state of 
Maryland. The extent of its facilities 
for and business with consumers in the 


District of Columbia and Maryland 
may be tabulated as follows: 


District of 
Columbia Maryland 


Generating plants ... a 0 

Distribution substa- 
tions 21 8 

Capacity of distribu- 
tion substations 
(kva.) 

Transmission lines 
(miles) 

Distribution lines 
(miles) 

Distribution line trans- 
former capacity 
(kva.) 227,765 57,344 

Customers served7 .. 155,544 28,605¢ 


Annual sales (kw. 
648,553,000 61,440,000 


hr.)f 
Annual operating rev- 

enues 7 $12,994,265 $1,627,537 

* The geographical diffusion as well as the 
length of the company’s lines in Maryland 
may be noted. A map of lines of 6,600 volts 
and above of Pepco and Braddock shows over- 
head lines of the former extending from the 
District of Columbia into Maryland as far as 
Gaithersburg in a northwesterly direction, as 
far as Beltsville in a northeasterly direction, 
as far as Upper Marlboro in a southeasterly 
direction, and as far as Piscataway creek in 
a southerly direction. 

+ Figures given are as of December 31, 
1937, or for the fiscal year ended on that 
date. The figures given for other items are 
as of July 1, 1938. 

=~ Maryland customers, like those in the Dis- 
trict of Columbia, are billed by mail from the 
company’s Washington office. 


200,750 
622 
8,872 


32,100 
339* 
5,335 


In addition to its sales to custom- 
ers, Pepco furnishes the entire re- 
quirements of Braddock, delivering 
the energy to the latter’s lines at the 
District of Columbia-Virginia bound- 
ary. During 1937 Pepco delivered 
10,507,000 kilowatt hours to Brad- 
dock, deriving therefrom operating 
revenues of $103,577.90. 

Pepco also has an arrangement for 
interchange of energy with the gener- 
ating system of Consolidated Gas 
Electric Light and Power Company 
of Baltimore. The interchange is ef- 
fected at a 60,000-kilovolt ampere 
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transmission substation in Maryland 
reached by a 7-mile, 230,000-volt 
transmission line from the District of 
Columbia. Both the station and the 
line are owned by Pepco. During the 
year 1937 Pepco received 202,109,000 
and delivered 48,802,000 kilowatt 
hours at this point. 

In view of the foregoing facts,® it 
is our opinion, and we find, that Pep- 
co does not carry on its business ‘“sub- 
stantially in a single state.” Its busi- 
ness is not comparable to that of the 
companies under consideration in 
Genessee Valley Gas Co. (1938) 3 S. 
E. C. —, Holding Company Act Re- 
lease No. 1194, where the sole inter- 
state activities of the applicant and its 
public utility subsidiaries were mere- 
ly administrative incidents to the con- 
duct of an otherwise intrastate busi- 
ness. Pepco’s sales to consumers 


through its own facilities in Maryland, 
its sales to Braddock for resale in Vir- 
ginia, and its exchanges in Maryland 
with the system of Consolidated Gas, 
Electric Light and Power Company 
of Baltimore, constitute a part of its 
primary business of distributing and 


selling electric energy. The amount 
of capital and effort devoted to and 
revenue produced by this part of the 
business, whether considered alone or 
in relation to the entire business of 
the company, is clearly “substantial.” 

Since Pepco carries on so substan- 
tial a part of its business outside of the 
District of Columbia, we find that it 
does not carry on its business “sub- 
stantially in a single state,’ and the 
application herein must be denied. 
Under the circumstances it is unneces- 
sary to decide whether Pepco is “pre- 
dominantly intrastate in character.” It 
is also unnecessary that we make any 
formal findings as to whether the ap- 
plicant Washington Railway and Elec- 
tric Company is predominantly intra- 
state in character and carries on its 
business substantially within the Dis- 
trict of Columbia, or whether exemp- 
tion of the applicant and its subsi- 
diaries would be “detrimental to the 
public interest or the interest of in- 
vestors or consumers,” within the 
meaning of § 3 (a). 

An order denying the application 
will issue. 





2It may also be noted that, in addition to 
its common stock held by the applicant, Pepco 
has outstanding $2,000,000 par value of 6 per 
cent and $5,000,000 par value of 54 per cent 
preferred stock, and $20,000,000 principal 
amount of 34 per cent first mortgage bonds, 
due 1966, which are held by investors through- 
out the nation as well as in the District of 
Columbia. The secretary and assistant treas- 
urer of the company testified that he believed 
a preponderance of the preferred stock is held 
in the District of Columbia and a preponder- 
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ance of the bonds outside the District. The 
bonds are listed on the New York and Wash- 
ington Stock Exchanges, and both classes of 
preferred stock are listed on the Washington 
Stock Exchange (Securities Exchange Act 
Registration Statement No. 1-1072). The 
materiality of these facts with respect to the 
precise question now under consideration may 
be doubted, though they might well be of 
weight if we were considering whether or 
not Pepco is “predominantly intrastate in 
character.” 
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CITY OF JEFFERSON v. CAPITAL CITY WATER CO. 


MISSOURI PUBLIC SERVICE COMMISSION 


City of Jefferson et al. 


Vv. 


Capital City Water Company 


[Case Nos. 8813, 9369.] 


Valuation, § 67 — Materiality of accounting — Estimated original cost — Present 
fair value. 
1. The disposition of costs in the accounts of a water utility is immaterial 
in arriving at a proper amount for the estimated original cost of the prop- 
erty as one of the elements to be considered in arriving at present fair 
value for rate-making purposes, p. 74. 


Valuation, § 120 — Overhead allowances — Accounting. 


2. An adjustment for additional construction overhead should not be dis- 
allowed as part of original cost because it was not included in fixed capital, 


p. 75. 


Valuation, § 86 — Accrued depreciation — Original cost. 
3. The Commission will give due consideration to accrued depreciation in 
determining present fair value but will make no deduction on that account 
in the process of arriving at an estimate and a conclusion on the subject 
of original cost, p. 75. 


Valuation, § 36 — Rate base determination — Estimated original cost. 
4. The Commission will consider the estimate of original cost in finding 
present fair value of a water utility’s property used and useful in the public 
service, p. 75. 


Valuation, § 166 — Direct overhead — Waterworks. 


5. The Commission approved an allowance of 6.44 per cent as an over-all 
direct overhead in a proceeding to establish rates for water service, p. 79. 


Valuation, § 150 — Overheads — Taxes during construction. 
6. An allowance of .25 per cent for taxes during construction of a water 
utility was held to be adequate in determining fair value for rate-making 
purposes, p. 80. 


Valuation, § 39 — Cost of reproduction. 
7. The ultimate aim of a cost of reproduction appraisal and its companion 
cost of reproduction less depreciation appraisal is to aid the Commission 
in arriving at the fair value of utility property used and useful in public 
service, p. 83. 


Valuation, § 82 — Accrued depreciation — Lessened efficiency — Comparison with 
new machine. 

8. To accept implicitly the cost of reproduction of a property and to deduct 

only an amount equivalent to the lessened mechanical efficiency of a ma- 
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chine as compared with the efficiency of the same machine when new does 
not give all the information that should be considered in determining a 
proper base to be used for rate-making purposes, p. 83. 


Valuation, § 83 — Obsolescence — Comparison of equipment. 
9. An appraiser must make comparison with other equipment in order to 
determine the amount of obsolescence in a particular item or unit in an 
appraisal of utility property for rate-making purposes, p. 83. 


Valuation, § 78 — Cost of substitute plant — Cost of reproduction. 
10. The consideration of an electric pumping plant as a measure of the 
obsolescence of an existing steam plant does not reflect cost of a substitute 
plant in determining cost of reproduction of the existing plant, p. 83. 


Valuation, § 93 — Accrued depreciation — Condition of depreciable property — 
Application to overheads. 
11. The adopted percentage figure representing the condition of deprecia- 
ble property of a water utility should be applied to all such property and 
to all general overheads except the items of preliminary, organization, legal, 
administrative, and miscellaneous expenses, p. 84. 


Valuation, § 289 — Working capital requirements — Extraordinary expenses. 
12. The working capital requirements of a well-managed utility ordinarily 
comprise a stock of material and supplies and sufficient cash on hand for 
normal operating and maintenance expenditures, plus an additional sum, 
known as a “buffer fund” to meet contingencies and other extraordinary 
operating expenses, and to take advantage of favorable market conditions, 
p. 84 

Valuation, § 293 — Cash working capital — Tax accruals, depreciation, and re- 

turn. 
13. The Commission will not accept an allowance for cash working capital 
which includes provisions for tax accruals, depreciation, and return, none 
of which is an expenditure to be met before the lapse of the time period 
for collections in determining the fair value of utility property, p. 85. 
Valuation, § 290 — Items of working capital — Amortization of rate case ex- 
penses. 
14. The amount representing amortization of rate case expenses was al- 
lowed in determining cash working capital of a utility for rate-making pur- 
poses, p. 85. 

Valuation, § 333 — Going concern value. 

15. A utility, having business attached and rendering satisfactory service, 
has greater value than the identical physical property without these in- 
tangibles, p. 85. 

Valuation, § 332 — Separate allowance for going concern value. 

16. The Commission will consider all elements of value in determining 
the present fair value of utility property for rate-making purposes but will 
make no separate allowance for going concern value, p. 85. 


Valuation, § 30 — Determination of original cost and reproduction cost less de- 
preciation. 

17. The Commission need not determine the controlling weight to be given 

any particular factor, but need only apply a reasonable and considerate 

judgment to all established and relevant facts in the determination of orig- 
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inal cost and reproduction cost less depreciation to be considered in ascer- 
taining fair value of utility property for rate-making purposes, p. 86. 


Depreciation, § 29 — Past experience of a utility. 
18. The experience of a utility company in accruing a depreciation reserve 
that is sufficient to provide for the property retired and for the deprecia- 
tion that has accrued since the reserve started carries great weight in deter- 
mining what is a fair amount to be set aside for depreciation, p. 86. 


Rates, § 49 — Contracts with state — Exemption from Commission’s control — 
Undue burden. 
19. Contracts whereby a public utility agrees to furnish service to all state 
buildings connected to its system as though such service were furnished 
through one meter at the regular commercial rate are exempt from control 
by the Commission, unless it plainly appears that such contracts will cast 
an undue burden upon general consumers, p. 88. 


Rates, § 648 — Evidence — Facts of record. 


20. The Commission must confine its decision to the facts of record in rate 
proceedings, p. 89. 

Expenses, § 92 — Amortization of rate case expenses. 
21. Expenses incurred by a public utility in rate case proceedings are too 
great and too extraordinary to be charged against a single year’s operations 
and, therefore, they should be distributed over a period that seems equitable, 
such period being determined from past history of various rate case pro- 
ceedings, p. 91. 

Expenses, § 92 — Amortization of rate case expenses. 
22. A period of ten years was held to be the proper period of amortization 
of expenses incurred in rate case proceedings, p. 91. 

Expenses, § 84 — Payments to associated companies — Management fees — Cost 

basis. 

23. Payments by associated companies to a management corporation for 
services, when based upon cost, should be allowed as an operating expense, 
p. 91. 

Expenses, § 12 — Amortization of extraordinary expenses. 
24. Amortization of extraordinary expenses is allowable, p. 92. 


Expenses, § 26 — Retention of business. 
25. A payment to a chamber of commerce towards a fund to be used in 
an attempt to retain governmental agencies in a city is allowable as an 
operating expense since it is an expenditure for the purpose of retaining 
present business, p. 93. 


Return, § 9 — Right to earn — Value basis. 
26. A utility is entitled to earn operating expenses, including depreciation, 
plus a fair and reasonable return on the present fair value of its property 
devoted to public service, p. 94. 

Return, § 22 — Factors to be considered in fixing reasonable return. 
27. The Commission, in fixing the rate of return to which a utility is en- 
titled, must consider competition, interest rates, security yields, safety of 
investment, stability of business, and the national outlook for prosperity so 
that there may be no injustice to the owners of the property or to the 
consumers that contribute the return, p. 94. 
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Return, § 115 — Water utility. 


28. A water utility was allowed a return of 64 per cent, p. 94. 
[December 21, 1938.] 


| pn aie instituted by the Commission to obtain an audit 

and appraisal of a water utility's property to determine its 

fair value and rate of return; fair value determined, rate of 
return prescribed, and revised rate schedule ordered. 


By the CoMmISSsION: 


I. History of the Proceeding 


This proceeding was originally in- 
stituted by a complaint of the city of 
Jefferson, in Case No. 8813, seeking 
a reduction in rates for water service 
supplied by the Capital City Water 
Company. 

The case was set for hearing a num- 
ber of times, and was continued from 
time to time in order that the parties 
might discuss the question of a re- 
duction in rates and attempt to agree 
on a reduction. On June 16, 1937, 
the city and company advised the 
Commission that the matter under 
discussion between them could not be 
agreed upon, and asked that the Com- 
mission order an audit and appraisal 
of the property of the company in or- 
der to determine its fair value for 
rate-making purposes. 

The Commission issued an order 
on June 17, 1937, in Case No. 9369, 
directing its engineering department 
to make an inventory and appraisal of 
the properties of the company, and 
directing its accounting department to 
make an audit of the books, records, 
and accounts of the company, and fur- 
ther ordering that Case No. 8813 be 
consolidated with Case No. 9369. In 
addition, both departments were di- 
rected to make supplementary studies 
and to furnish all information that 
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might be helpful to the Commission in 
the determination of the fair value 
of the said properties and that might 
be used in any proceeding involving 
the company that might come before 
the Commission. 

The engineers’ inventory and ap- 
praisal of the property and the ac- 
countants’ audit of accounts were 
started by the Commission’s staff in 
July, 1937. The completed appraisal 
report and audit, with inventory date 
of July 31, 1937, were filed Novem- 
ber 8, 1937. 

The case was set for hearing on 
December 21, 1937, and, after two 
continuances, was heard before four 
members of the Commission at its 
hearing room in Jefferson City, Mis- 
souri, on February 23 to 26, 1938, in- 
clusive, due notice of hearing having 
been given to all interested parties. 
The company and the city were rep- 
resented by counsel, and the Commis- 
sion by its counsel. 

Appraisal exhibits as prepared by 
the Commission’s engineering depart- 
ment and by Black and Veatch, engi- 
neers for the company, were intro- 
duced as P. S. C. Exhibit No. 1, and 
Company Exhibit No. 2, respectively. 
The audit of accounts prepared by the 
Commission’s accountants was sub- 
mitted as P. S. C. Exhibits Nos. 6 
and 7. Numerous witnesses testified, 
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CITY OF JEFFERSON v. CAPITAL CITY WATER CO. 


and many other exhibits were intro- 
duced. 

The case was submitted on the rec- 
ord. A brief for the company was 
filed on March 28, 1938, and for the 
city on March 30, 1938. A reply brief 
was filed for the company on April 
14, 1938, and for the city on April 
19, 1938. 

All of the following recitals, find- 
ings, and conclusions are based on oral 
testimony or documentary evidence re- 
ceived at the hearing. 


II, Description of the Property 


The company owns, maintains, and 
operates property for the distribution 
and sale of water in Jefferson City, 
Missouri. The water supply is ob- 
tained from the Missouri river, and 
the company’s steam-pumping plant 
is located at the riverside north of the 
intersection of Brooks and Main 
streets in Jefferson City. The raw 
water is clarified and filtered at the 
basins and filtration plant located at 
909 West Main street. The water is 
distributed to the company’s 4,100 cus- 
tomers through approximately 46 
miles of cast and wrought iron mains. 


III. Corporate History 


The company 
April 2, 1913, under the laws of the 
state of Missouri for a period of fifty 


was incorporated 


years. The primary purpose of the 
incorporation was the acquisition of 
the property, rights, and franchises 
of the Jefferson City Water Works 
Company. The latter company was 
incorporated under the laws of the 
state of Missouri in 1888 for the 
purpose of constructing and operating 
a waterworks system in Jefferson 


City, Missouri, and did operate the 
property until sold to the present com- 
pany in 1913. 

The outstanding stock, bonds, and 
notes of the company at July 31, 1937, 
amounted to the sum of $783,600 
consisting of $300,000 par value of 
common stock divided into 3,000 
shares of $100 each; $233,600 par 
value of first mortgage 5 per cent 25- 
year gold bonds maturing in 1940; 
and $250,000 evidenced by a short- 
term note dated June 7, 1937, matur- 
ing June 6, 1938, and bearing 6 per 
cent interest. 

Control of the affairs and manage- 
ment of the company is vested in the 
aforesaid common stock which is 
owned by the General Water, Gas & 
Electric Company, a Delaware corpo- 
ration with general offices in Phila- 
delphia, Pennsylvania. 

Of the first mortgage 5 per cent 25- 
year gold bonds, $165,000 are owned 
by the General Water, Gas & Elec- 
tric Company, and $68,600 by the 
public. 

The short-term note is also held by 
the General Water, Gas & Electric 
Company, having been received for 
cash advanced to the company for 
construction. 


IV. Estimated Original Cost 


The original cost of the property of 
the company could not be definitely 
ascertained by reason of incomplete 
records of the predecessor, therefore, 
it was necessary to estimate such cost. 

Evidence submitted by interested 
parties in this case relative to the esti- 
mated original cost of the property 
follows : 

[Tables omitted. ] 

Obviously, the foregoing estimates 
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of original cost are not comparable 
because they comprise different fac- 
tors. Therefore, we shall deduct 
working capital and going value from 
the company’s and the city’s estimates, 
and refer to them in subsequent chap- 
ters. This produces the following es- 
timates of original cost: 


P. S. C. Accountants $748,915.86 


748,915.86 
593,998.00 


It will be observed that the com- 
pany is in agreement with the account- 
ants, however, the company did not 
include $9,616 claimed in its testi- 
mony as an item that should have 
been included. 

The city maintains that it was im- 
proper for the accountants to increase 
the recorded construction overheads 
from an average rate of 4 per cent to 
an average rate of 6 per cent, which 
resulted in an increase of $13,000. 
The city is also of the opinion that 
the balance in the depreciation reserve 
account of $141,918 should be deduct- 
ed from the estimate for original cost. 
We will discuss these items under re- 
spective headings as follows: 


Adjustment of cost of property re- 
tired. 

The company witness testified that 
in their audit (P. S. C. Exhibit No. 
6, p. 27) the Commission account- 
ants erred in including in the net ad- 
ditions and betterments for the period 
December 1, 1928, to July 31, 1937, 
two recorded retirements in the 
amount of $9,616. These items are 
proceeds from the sale of real estate 
($3,816), and the retirement of the 
coagulating house and concrete wall 
($5,800), this latter item having been 
previously eliminated by the account- 
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ants in the amount of $6,542. Wit- 
ness is correct in his contention that 
the net additions and betterments dur- 
ing the period December 1, 1928, to 
July 31, 1937, should be increased by 
$9,616. 


Increase in construction overheads 
from 4 per cent to 6 per cent. 

Commission Exhibit No. 6, pp. 9, 
10, shows that the Commission ac- 
countants found that the company did 
not follow a uniform accounting prac- 
tice in setting up construction over- 
heads. In fact, no overheads what- 
ever were recorded during the early 
periods, and, therefore, they adjust- 
ed the amount of overheads from 4 
per cent to 6 per cent, allocating on 
the basis of depreciable property 5 
per cent to engineering and superin- 
tendence and 1 per cent to interest 
during construction. This resulted in 
an increase of $13,000 in construc- 
tion overheads. 

The city objects to the inclusion of 
this item in the estimated original cost 
on the ground that it was not an ac- 
tual or recorded cost item, and if it 
had been incurred, it had previously 
been charged to operating expenses. 

[1] We are endeavoring to arrive 
at a proper amount for the estimated 
original cost of the property as one of 
the elements to be considered in ar- 
riving at present fair value. This be- 
ing true, the disposition of costs in 
the accounts of the company are im- 
material. If the entire costs of the 
property had been charged to operat- 
ing expenses, we would still be obliged 
to arrive at a figure for the estimated 
original cost. 

The initial construction was com- 
pleted sometime in 1888, and a spread 
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of this overhead item of $13,000 over 
a long period of years would result in 
a credit to operating expenses for the 
year at July 31, 1937, but the amount 
applicable to that year was so small 
that it was not considered. 


[2] The city made a further ob- 
jection to the inclusion of this $13,- 
000 overhead adjustment for the rea- 
son that the Commission accountants 
failed to include it in fixed capital. 
This statement is true, but beside the 
point. The only statement of fixed 
capital we find in Commission evidence 
(P. S. C. Exhibit No. 6, p. 7) is that 
as recorded by the company. We do 
find, however, that the Commission 
accountants’ es.imate of original cost 
(P. S. C. Exhibit No. 6, p. 14 and 
No. 7, p. 4), is based upon the items 
of cost obtained from said statement 
of recorded fixed capital, and includes 
the increase in overheads and other 
adjustments. 

We are of the opinion that the 
amount of $13,000 added by the ac- 
countants for additional construction 
overhead allowance was proper. 


Deduction of balance in depreciation 
reserve. 

[8] The accountants for the Com- 
mission did not deduct accrued de- 
preciation from their estimate of orig- 
inal cost which is in line with prec- 
edents established by this Commis- 
sion. The company agrees with this 
method but the city contends that ei- 
ther the accrued depreciation or the 
depreciation reserve balance should be 
deducted from the estimated original 
cost. We do not agree with the ar- 
gument of the city and find that the 
authorities cited in its brief do not 
sustain its contention. 


In connection with this immediate 
subject, we are concerned only with 
the question of cost and not that of 
value. In estimating the original cost 
of the property the accountants for 
the Commission started with an 
amount found by the Commission as 
the estimated original cost of the 
property at December 31, 1916, Cases 
1146-1147 (P.U.R.1918D, 561), the 
nucleus of which was constructed by 
the predecessor company in 1888. 
To this amount they added the 
actual cost of the net additions 
and betterments to July 31, 1937. 
The deduction of an amount for ac- 
crued depreciation now found to ex- 
ist in the property would destroy the 
estimate of original cost as one of 
the elements to be used in finding the 
present fair value of the property. 
We will accord due consideration to 
accrued depreciation in arriving at our 
conclusion of the present fair value 
of the property but will make no de- 
duction on that account in the process 
of arriving at an estimate and a con- 
clusion on the subject of original cost. 


Land. 

All of the parties included land in 
their respective estimates of original 
cost at $15,881. We have adjusted 
this amount to $17,120 as particular- 
ized in the land chapter of this report. 


Conclusion. 

[4] After due consideration of the 
foregoing and of all the evidence in 
the case, we are of the opinion and 
find that reasonable estimate of the 
original cost of the property of this 
company in public service at July 31, 
1937, exclusive of land, to be the sum 
of $742,650.86, and the present fair 
market value of the land to be $17,- 
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120. The sum of the two amounts 
results in a total of $759,770.86. Con- 
sideration will be accorded the esti- 
mate of original cost in finding pres- 
ent fair value of the property used 
and useful in the public service. 


V. Land 


The Commission engineering de- 
partment engaged a qualified real es- 
tate appraiser of Jefferson City, who 
has been in a general real estate busi- 
ness in central Missouri for a num- 
ber of years, to make the land ap- 
praisal as of July 31, 1937. His fair 
market value opinions were used in 
both appraisal reports. Neither the 
company nor the city objected to his 
estimates. Black and Veatch did not 


agree with the Commission engineer- 
ing department as to the portion of the 
land used in public service. 


The land was classified in the re- 
spective appraisals as follows: [Ta- 
ble omitted. ] 

The Commission engineers includ- 
ed as property used in public service 
only one-third of the fair market val- 
ue of the garage and store-yard site 
located on West Main street, contend- 
ing that only one-third of the useful 
area was used for the garage and 
store-yard. The company claimed that 
a large portion of the land could not 
be used because of the physical char- 
acteristics of the terrain; that the 
greater part of the usable portion of 
the tract was in use either as a build- 
ing site, store-yard, or driveway; and 
that the tract was needed as a site for 
future additional storage or sedimen- 
tation basins. 

The Commission engineers includ- 
ed 10 per cent of the land south of the 
basins as used in public service, while 
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Black and Veatch considered this en- 
tire tract as not used in public service. 
We will accept the Commission engi- 
neers’ apportionment of the land south 
of the basin, and will adopt $17,120 
as the fair market value as of July 31, 
1937, of the land used in public serv- 
ice. 


VI. Cost of Reproduction 


The chief engineer for the Commis- 
sion submitted P. S. C. Exhibit No. 1, 
the Commission engineers’ appraisal 
of the physical property owned by the 
company. The firm of Black and 
Veatch prepared a similar appraisal 
which was introduced as Company 
Exhibit No. 2. Both appraisals show 
the cost of reproduction and the cost 
of reproduction less depreciation of the 
property of the company as of the 
date July 31, 1937. The engineers 
for the city did not submit an inde- 
pendent appraisal, but accepted the 
Commission engineers’ appraisal, with 
the exception of the amount of depre- 
ciation. 

The summaries of costs of repro- 
duction of the physical property, ex- 
clusive of land, shown in the apprais- 
als are as follows: [Table omitted. ] 

The evidence shows that the above 
estimates of the cost of reproduction 
are based on an inventory of the 
property that was prepared by Black 
and Veatch and checked by the Com- 
mission engineers, and that the result- 
ing inventory of quantities used in 
both appraisals is an agreed inventory. 
The Commission engineers in prepar- 
ing their appraisal followed their usual 
‘procedure of applying unit costs for 
materials and labor to the inventory 
of quantities. Prices as of the ap- 
praisal date were obtained from the 
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distributors, manufacturers, and 
builders of the various classes of ma- 
terials and items of equipment inven- 
toried. To the delivered costs of ma- 
terials were added percentages, termed 
“material overheads,” to provide for 
stores and purchasing expense, miscel- 
laneous materials, and omissions and 
contingencies. The estimates of la- 
bor required to install the inventoried 
items were based on performances ob- 
tained by the Commission engineers 
in past appraisals, and on the Comis- 
sion chief engineer’s personal expe- 
rience in construction work. The pre- 
vailing labor scale was applied to the 
respective classes of labor required, 
and varying percentages of direct la- 
bor overheads were added to provide 
for field superintendence, tool expense, 
omissions and contingencies, work- 
men’s compensation, public liability, 
and property damage insurance, mis- 
cellaneous labor expense, and old age 
and unemployment payroll tax. 

The property in Accounts 312, 319, 
and 320, with the exception of the 
chimney in Account 312 and the 
standpipe in Account 319, were priced 
for the Commission engineers by Car- 
rothers and Crouch, a contracting firm 
engaged in the construction of mu- 
nicipal water supply purification sys- 
tems, sewage disposal plants, and re- 
inforced concrete and steel highway 
bridges. 

The appraisal prepared by Black 
and Veatch was compiled in the same 
manner as that followed by the Com- 
mission engineers by applying unit 
prices to the quantities inventoried. 
Estimated material overheads were 
added to each unit as a percentage of 
the delivered material cost. Labor 
performances were based on the ex- 


perience of Black and Veatch. To 
unit labor costs were added a percent- 
age for direct labor overheads to pro- 
vide for omissions and contingencies, 
supervision and inspection, tool ex- 
pense, job plant expense, general con- 
struction expense, workmen’s compen- 
sation, public liability, and property 
damage insurance, and social secu- 
rity and unemployment payroll tax. 
The Black and Veatch direct material 
overheads include omissions and con- 
tingencies, stores expense, supervision 
and inspection, job plant expense, 
purchasing expense, and general ex- 
pense, and in certain accounts is in- 
cluded an allowance for testing and 
correcting. The Black and Veatch 
overheads for both labor and materials 
contain items for contractor’s profit 
and performance bond for a large por- 
tion of a number of accounts which 
were priced by Carrothers and Crouch 
for the Commission engineers. 


A tabulation of the cost of repro- 
duction of that portion of the prop- 
erty priced by Carrothers and Crouch, 
and the Black and Veatch totals for 
the same items are shown below in 
Group 1. 


Group 1 


Commission Company 
Engineers Engineers 
Account 


312 Structures $131,351 $127,412 
319 Purification system 114,294 117,635 
320 Transmission mains 15,235 17,316 


$260,880 $262,363 
Deductions: (Items not 
priced by C-C) 
Chimney 
Standpipe 


Property used in 
Public Service 





$8,791 
16,926 


$25,717 
$236,646 





Total deductions .. $23,964 


os $236,916 








Total Group 1 


A comparison of the remaining ac- 
counts is shown below in Group 2. 
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Group 2 
Commission Company 
Engineers Engineers 
Account 
313 Boiler plant equip- 
ment $25,222 
314-318 Pumping equip- 
ment 84,700 
Distribution mains 368,777 
Services 3,8 
Meters 
Meter installations 
Fire hydrants .... 
Other equipment .. 


$24,940 


95,405 
401,839 
4,274 
46,358 
3,086 
28,269 
14,216 


$618,387 
25,717 
$644,104 


12,652 
$566,665 
23,964 
Total Group 2 .. $590,629 





Add chimney and stand- 











Total property used in 
public service except 
land and general over- 
$827,545 $880,750 
Of the $53,000 difference between 
the two appraisals, it will be noted 
that $33,000 is in Account 321—Mains, 
$10,700 in Accounts 314-318— 


Pumping Equipment, and the remain- 


der scattered, as shown by the pre- 
ceding table. 

An analysis of the Company Ex- 
hibit No. 4 and P. S. C. Exhibit No. 
12 indicates a difference of approxi- 
mately $20,000 in labor; a difference 
in direct labor overheads, the Com- 
mission engineers having applied a 
composite of approximately 23 per 
cent compared with 26 per cent ap- 
plied by Black and Veatch; a differ- 
ence of about $5,000 in cost of mate- 
rials, the Commission engineers hav- 
ing allowed more for the cost of ma- 
terials than did Black and Veatch; 
and a difference in direct material 
overheads, the Commission engineers 
having allowed a composite of ap- 
proximately 5 per cent on the accounts 
in question as compared with 12.6 per 
cent used by Black and Veatch. The 
major difference in labor is found in 
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Account 321 which includes the dis- 
tribution water mains. The diver- 
gence is ascribed to a difference of 
opinion as to the width of trenches 
required for water main construction 
with a resulting difference in volumes 
of excavation, Black and Veatch’s es- 
timate being approximately 10 per 
cent greater than that of the Com- 
mission engineers; to a variation in 
the labor performance used in the two 
appraisals; and to the estimates of 
the quantity of trench excavation that 
may be performed by trenching ma- 
chines. The small differences found 
in Account 322—Services, and 325— 
Fire Hydrants, may be charged large- 
ly to the same causes since these ac- 
counts include a considerable quan- 
tity of water mains. 

There is a widespread in overhead 
allowances, 29.14 per cent for Car- 
rothers and Crouch, 18.49 per cent 
for Black and Veatch, and 8.44 per 
cent for Commission engineers. The 
great divergence indicates a possibil- 
ity for difference in theories followed. 
The evidence shows that Carrothers 
and Crouch included a number of 
items in their overhead allowance 
which were considered as items of di- 
rect cost by the Commission engineers. 
Then, too, Carrothers and Crouch, as- 
suming that the property would be 
built by a contractor, included a pro- 
vision for performance bond and con- 
tractor’s profit. They further as- 
sumed that a large portion of the ma- 
terials used in construction would be 
purchased within the state, and ac- 
cordingly made an allowance for sales 
tax. 

The evidence shows that equipment 
rental and repair and the cost of the 
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gasoline and oil for the operation of 
such machinery were considered as 
direct charges by the Commission en- 
gineers instead of being applied as 
an overhead item as Carrothers and 
Crouch did. Information secured 


from Carrothers and Crouch working 
papers gives the following separation : 


$185,879 
54,158 


$240,037 


100% 
29.14% 


Direct costs 
Direct overheads 


Included in their item of direct 
overheads are the following items 
which the Commission engineers have 
considered as direct costs and should 
be so included in order to make the 
overhead items comparable: 


Equipment rental 
Equipment repair 
Gasoline and oil 


$10,842 


The Commission engineers assumed 
that the accounts which they priced 
would be constructed by company 
forces, and accordingly no provision 
was made for contractor’s profit or 
performance bond. Black and Veatch 
overheads made no allowance for con- 
tractor’s profit and performance bond 
except on accounts which were as- 
sumed to be constructed by contrac- 
tors, corresponding in general to the 
accounts which were priced by Car- 
rothers and Crouch in the Commission 
engineers’ appraisal. The Commission 
engineers applied sales tax only upon 
the items that would be purchased 
within the state, assuming that no 
sales tax would be applied to pur- 
chases made outside of this state. 
Black and Veatch made no provision 
for sales tax in their direct overheads. 
The amounts included by Carrothers 


and Crouch for the respective items 
are as follows: 


Performance bond 
Contractor’s profit 
Sales tax 


$29,979 

For comparative purposes only, this 
makes a total of $40,821 to be deduct- 
ed from the $54,158 allowance by 
Carrothers and Crouch for direct 
overheads, leaving $13,337. Since 
$10,842 set out above was considered 
by the Commission engineers as an 
item of direct cost, in order to com- 
plete our comparison we should add 
this amount to the $185,879 direct cost 
of Carrothers and Crouch, giving us a 
total of $196,721, of which $13,337 
is 6.78 per cent. 

[5] Carrothers and Crouch made 
no provision for omissions and con- 
tingencies in their overhead allowance, 
this item being absorbed, undoubted- 
ly, in their unit costs. Black and 
Veatch allowed 2 per cent for omis- 
sions and contingencies in most in- 
stances. Commission engineers made 
varying allowances for omissions and 
contingencies of from 0.5 per cent to 
3.0 per cent, which would probably 
weight out an over-all percentage of 
about 1.5 per cent to 2.0 per cent. De- 
ducting 2.0 per cent for omissions and 
contingencies from the 8.44 per cent 
composite overhead allowance by Pub- 
lic Service Commission engineers 
leaves us 6.44 per cent as an over-all 
direct overhead allowance which is 
comparable to the 6.78 per cent shown 
above for Carrothers and Crouch. 

The material and direct labor over- 
head allowance used by the Commis- 
sion engineers in addition to being 
comparable to those used by Carroth- 
ers & Crouch appear to be substan- 
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tially in accord with those used in 
previous cases. We believe that the 
Commission engineers’ direct over- 
heads are entirely adequate. 

After due consideration of all the 
evidence before us, we are of the opin- 
ion, and find that the cost of repro- 
duction of the property used in pub- 
lic service, as shown in Group 1 of 
the foregoing tabulation, is $236,800, 
and that of the property shown in 
Group 2 is $603,000, or a total cost 
of reproduction of property used in 
the public service, exclusive of gen- 
eral overheads and land, of $839,800. 

The Commission engineers estimat- 
ed the cost of reproduction of prop- 
erty not used in public service to be 
$13,413. The company engineers es- 
timated the cost of reproduction of 
the same property to be $12,087. 
Thirteen thousand, four hundred dol- 
lars will be adopted as the cost of re- 
production, exclusive of general over- 
heads and land, of property not used 
in public service. 


VII. General Overheads 


Preliminary, organization, legal, ad- 
ministration, and miscellaneous 
expense. 

The Commission engineers allowed 
2.5 per cent for this item and applied 
this percentage to all accounts except 
land and general equipment. Black 
and Veatch split their allowance, using 
0.5 per cent for preliminary and or- 
ganization expense, and 2 per cent for 
legal and administration, applying 
these percentages to all accounts. 


Engineering during construction. 
The Commission engineers applied 

5 per cent to all accounts except land 

and general equipment. Black and 
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Veatch applied 5 per cent to all ac- 
counts exclusive of general equipment. 


Taxes during construction. 

The Commission engineers applied 
0.25 per cent to all accounts except 
general equipment. Black and Veatch 
used 0.41 per cent and applied it to 
all accounts. 


Interest during construction. 

Both groups of engineers adopted 
6 per cent rate and one year for the 
construction period. The Commission 
engineers applied 3 per cent to all ac- 
counts except land and general equip- 
ment and 6 per cent to land, and 3.75 
per cent on the overhead item of pre- 
liminary, organization, legal, adminis- 
tration, and miscellaneous expense, 
and 3 per cent to the overhead item of 
engineering and superintendence. The 
3.75 per cent applied to preliminary, 
organization, legal, administration, 
and miscellaneous expense is based on 
the assumption that such expenditures 
would start three months in advance 
of the construction date, or would be 
spread over a total of fifteen months 
rather than a twelve months’ period 
adopted for the remainder of the prop- 
erty. The Commission engineers ap- 
plied no interest on taxes during con- 
struction. Black and Veatch applied 6 
per cent interest on land, and 3 per 
cent on all other accounts including all 
other general overhead items. 

[6] With the exception of the al- 
lowance for taxes during construction, 
the general overhead percentages used 
by all engineers are in complete ac- 
cord except as to the accounts to which 
they should be applied. We have used 
and approved in other cases the meth- 
od of application used by the Com- 
mission engineers, and we are of the 
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opinion that it should be adopted in 
this case. Giving consideration to the 
taxes that would likely be incurred 
during construction and to the length 
of the construction period, an allow- 
ance of 0.25 per cent for taxes during 
the construction appears to be entirely 
adequate, and will be adopted. 
Application of the general overhead 
percentages to our finding of the cost 


Acct. 312 Structures—boiler room and high 
service pump room—installed 1888 

Coal storage building—installed 1890-1914 .. 

Brick chimney—1892 

Acct. 313 Boiler plant—1909-1928 

Acct. 314 Pumping equipment—1888-1913 .. 

Acct. 320 (Part) Transmission lines (instal- 
lation not known) 


of reproduction gives us the follow- 
ing allowances for general overheads: 


Not used 
in public 
service 


Used in 
public 
service 

Preliminary, organization, 

legal, administrative, 

and miscellaneous ex- 


Engineering and superin- 
tendence 

Taxes during construc- 
tion 

Interest during construc- 


2,111 


27,857 2,423 


Total general over- 
$92,004 

of Reproduction 
Depreciation 

In determining accrued depreciation 
it appears that both groups of engi- 
neers made a field inspection of the 
property, a study of the company’s 
records, and considered the same ele- 
ments which enter into the determi- 
nation of depreciation. The over-all 
condition of depreciable property was 
found to be 74.91 per cent by the Com- 
mission engineers and 83.54 per cent 


[6] 


$3,544 


VIII. Cost Less 


by the company engineers. The dif- 
ference in these percentages is due 
entirely to the weight given the vari- 
ous elements considered. 

From Commission Exhibit No. 1 
and Company Exhibit No. 2, it will 
be observed that practically the entire 
difference is found in the four ac- 
counts comprising the pumping plant, 
as detailed in the following list: 


P. S. C. Engineers Black & Veatch 
C.of R. R. less D. C.of R. R. less D. 


$8,560 $2,149 $8,336 $5,002 

2,598 652 1,611 
10,678 2,680 6,938 
25,222 6,331 17,209 
83,482 20,954 65,386 


7,339 1,842 8,812 7,043 





$137,879 





$34,608 $103,189 


For this property, which we shall 
term the pumping plant, the Commis- 
sion engineers determined a composite 
of about 25 per cent condition com- 
pared with about 70 per cent by Black 
and Veatch. Deducting these items 
from the total of property used in pub- 
lic service as shown in the respective 
exhibits gives us the following: 


Black & 
P.S.C. Veatch 


$148,374 


Cost of reproduction 
Total property used in 
public service $827,545 
Deduct pumping plant... 137,879 


Remainder of property... $689,666 


Cost of reproduction less 
depreciation 
Total property used in 
public service 
Deduct pumping plant .. 


$880,750 
148,374 


$732,376 





$619,892 $735,748 
34,608 103,189 


Remainder of property .. $585,284 $632,559 
Per cent condition of re- 
84.86% 86.37% 


mainder of property .. 

The per cent conditions determined 
by the two groups of engineers for 
the remainder of the property are 
much closer than are usually found 
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in estimates prepared by independent 
appraisers. 

The Commission engineers after in- 
specting the pumping plant, and a 
study of its cost of operation, sought 
a method to measure the extent of 
the obsolescence. Knowing that elec- 
trically driven centrifugal pumps are 
frequently installed in modern plants, 
they prepared an estimate of the cost 
of such an electrically operated plant 
of the size to do the work required 
of the company’s steam pumping plant, 
and also made a study of the cost of 
operating such an electric pumping 
plant. Finding that an electric pump- 
ing plant could be constructed for a 
great deal less than the cost of repro- 
duction of the existing plant, and that 
such an electric plant could be oper- 
ated at a considerable saving as com- 
pared with the present cost of opera- 
tion, they concluded that, although the 
older units were still physically capa- 
ble of pumping water, that obsoles- 
cence had materialized to the extent 
that the pumping plant had outlived 
its economic usefulness. The prop- 
erty considered obsolete was not the 
pumps alone, but also the steam boil- 
ers for supplying the steam, the build- 
ings for housing the pumps and boil- 
ers, and the pipe lines which would be- 
come unnecessary because of a more 
economical location of an electric 
pumping plant. 


The company engineers considered 
the depreciation in each unit of prop- 


erty independently. They made a 
study of the operating efficiencies of 
the pumps which are being used, and 
found that they compare favorably 
with direct acting steam pumps which 
are being sold today. They made no 
study of the cost of operation of the 
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plant as compared with other types 
of modern pumping installations, nor 
did they contemplate the element of 
obsolescence in plant design. They 
assumed that each unit of pumps, 
boiler plant, pumping station build- 
ings, and pumping station pipe lines 
would be retired and replaced inde. 
pendently. 

The city engineers contended that 
the Commission engineers’ application 
of obsolescence was not carried 
through to a conclusion, and _ that 
items of property are included in the 
Commission engineers’ appraisal with 
a total cost of reproduction of $16,556 
and a total cost of reproduction less 
depreciation of $10,847 that are inti- 
mately related to the steam pumping 
plant that should have been, but were 
not, considered in their obsolescence 
study, and, in addition, that the Com- 
mission engineers failed to consider 
obsolescence in 360 feet of 14-inch 
pipe line from the pump house to Main 
street which is included in Account 
321, the Commission engineers havy- 
ing considered all cast-iron pipe in 
the mains system as being in 90 per 
cent condition. 


The company contended that even 
though the Commission engineers did 
determine the cost of reproduction of 
the actual property in existence, the 
consideration of an electric pumping 
plant as a measure of the obsolescence 
of the existing steam pumping plant 
amounted to the same as the adoption 
of a substitute plant, and that such 
practices have been “disapproved al- 
most unanimously.” In addition, the 
company claimed that the design of 
the electric pumping plant considered 
by the Commission engineers was in- 
sufficient in that it did not offer ade- 
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quate stand-by service, and that elec- 
tric pumping would not be economical 
without elevated storage. 

The Commission chief engineer ad- 
mitted that he failed to provide for 
auxiliary standby equipment to be 
used in event of an outage in electric 
service, but testified that standby in- 
ternal combustion engines to be used 
as power for operating pumps 
might be obtained for $2,900 each, 
and that two such engines would be 
required. 

[7, 8] The ultimate aim of the 
preparation of a cost of reproduction 
appraisal and its companion cost of 
reproduction less depreciation apprais- 
al is to assist us in arriving at the fair 
value of the property used in public 
service. To accept implicitly the cost 
of reproduction of a property and to 
deduct only an amount equivalent to 
the lessened mechanical efficiency of 
a machine as compared to the efficien- 
cy of the same machine when new, 
does not appear to give us all of the 
information that should be considered 
in determining a proper base to be 
used for rate making. The company 
would have us believe that an apprais- 
er must consider each item individual- 
ly, irrespective of its relationship to 
the entire plant, and would have us 
deduct only the observed depreciation 
in a particular unit even though the en- 
tire plant remains uneconomical from 
an operating standpoint. The condi- 
tions adopted by Black and Veatch 
for the Gordon low service and high 
service pumps, 40 per cent and 60 
per cent respectively, indicate that the 
company engineers agree that obso- 
lescence is one of the elements to be 
considered in the determination of de- 
preciation. The distinction that the 


company engineers make is that ob- 
solescence, if measured, should be 
measured with like equipment, or, in 
the instant case, with modern steam 
units. 

[9] It appears to the Commission 
that an appraiser must make compari- 
son, mentally or otherwise, with other 
equipment in order to determine in his 
own mind the amount of obsolescence 
in a particular item or unit. It ap- 
pears that when the Commission chief 
engineer made his mental comparison, 
after his inspection of the property, 
he found the amount to be deducted 
for depreciation in the pumping plant 
to be so great that he thought it nec- 
essary to support the deduction with 
something more than a judgment opin- 
ion based on observation alone. 

When one considers the Commis- 
sion engineers’ deduction for the de- 
preciation in the steam pumping plant, 
it is to be noted that they did not 
capitalize the estimated savings in op- 
erating costs. Had this been done, it 
would have tended to reduce further 
the cost of reproduction less depre- 
ciation of the steam pumping plant. 
Nor did they include in their classi- 
fication of obsolete equipment all of 
the items that might have been includ- 
ed, as was pointed out by the city’s 
engineers in City Exhibit No. 3. 


[10] We are convinced that a large 
element of obsolescence exists in the 
steam pumping plant, and we are in- 
clined to believe that it verges on a 


complete rehabilitation. We do not 
consider the chief engineer’s determi- 
nation of depreciation as reflecting the 
cost of a substitute plant in his find- 
ing the cost of reproduction of the 
existing plant. The cost of reproduc- 
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tion would have been considerably less 
had he followed a substitute plant 
theory. He did not take an extreme 
position in his depreciation study or 
he would have included other units of 
property as obsolete, and would have 
taken into consideration the estimated 
savings in operating expenses. 

[11] After consideration of the 
testimony of all engineers on the sub- 
ject of accrued depreciation, we are of 
the opinion that the composite per cent 
condition of the pumping plant is 30 
per cent. For the remainder of the 
property we will adopt an average of 
the two estimates for the condition 
which we find to be 85.62 per cent. 
Weighting the per cent conditions of 
the pumping plant and of the remain- 
der of the property on the basis of 
the Commission engineers’ appraisal 
gives approximately 76 per cent which 
we will adopt as the condition of the 
depreciable property. The adopted 
condition is to be applied to all depre- 
ciable property and to all general 
overheads except the item of prelimi- 
nary, organization, legal, administra- 
tive, and miscellaneous expenses. The 
adopted cost of reproduction less de- 
preciation of property used in public 
service, including overheads but ex- 
clusive of land, as of July 31, 1937, 
is $713,150. The depreciable property 
not used in public service was estimat- 
ed to be in 36.3 per cent condition by 
Commission engineers, and in 63.3 per 
cent and by Black and Veatch. A 
50 per cent condition is adopted for 
property not used in public service. 
The adopted cost of reproduction less 
depreciation of property not used in 
public service as of July 31, 1937, ex- 
clusive of general overheads and land 
is $8,600. 

27 P.U.R.(N.S.) 


IX. Working Capital 


and supplies, and sufficient cash 0 

hand for normal operating and main 
tenance expenditures, plus an addition 
al sum, known as a “buffer fund,” to 
meet contingencies and other extraor 
dinary operating expenses and to take 
advantage of favorable market con- 
ditions. 


Material and supplies. 

The Commission engineers present- 
ed an allowance of $7,898 for this 
item. There was no objection by the 
other parties, and finding it reason- 
able, we shall allow this sum for ma- 
terial and supplies necessary for proper 
operation of the property. 


Cash working capital and buffer fund. 
The interested parties submitted al- 
lowances for these items as follows: 
Commission 


account- 
ants 


Com- 


pany City 
Cash working cap- 

ital $9,476 $17,000 $8,023 
Buffer fund 2,000 5,000 2,079 

$11,476 $22,000 $10,102 

The Commission accountants’ rec- 
ommendation for cash working capi- 
tal was based upon a time period of 
forty-five days from the date service 
was rendered to the date payment 
therefor was received. This time pe- 
riod was then applied to the operating 
expenses after deducting provisions 
for retirements, taxes, and uncollecti- 
ble accounts. 

Subsequently, in a supplemental re- 
port, the Commission accountants an- 
ticipated further adjustments of oper- 
ating expenses, certain abnormal con- 
ditions having arisen following the 
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fate of their original report, that had 
, material bearing on the affairs of 
the company. These adjustments in 
pperating expenses will necessarily re- 
wit in alteration of the Commission 
accountants’ allowance for cash work- 
ing capital. 

[13] The company uses two differ- 
ent sums as being proper allowances 
for cash working capital. In one claim 
the witness presented evidence in sup- 
port of an allowance of $22,000, in- 
duding a buffer fund of $5,000. His 
theory here is in some respects meri- 
torious but his method is unaccepta- 
ble because he includes provisions for 
tax accruals, depreciation, and return, 
none of which is an expenditure to 
be met before the lapse of the time 
period for collections. In another 
daim for cash working capital the 
company accepted the Commission ac- 
countants’ allowance of $11,476. 

The city accepted the Commission 
accountants’ method of computing 
cash working capital, but eliminated 
from the operating expense base the 
sums of $9,700, reduction in operating 
expenses resulting from loss of busi- 
ness, and $1,061, “noncash requiring 
item for amortization of rate case ex- 
pense,” although giving no reason for 
the latter elimination, and thus arriv- 
ing at an allowance of $8,023. The 
city agreed with the Commission ac- 
countants’ allowance for a buffer fund. 

[14] In view of the foregoing, we 
will accept the Commission account- 
ants’ method of computing cash work- 
ing capital. We shall adjust said ex- 
penses to reflect the increases and de- 
creases thereof, as shown in the reve- 
nue and expense chapter of this re- 
port. We shall not eliminate the 
amount representing amortization of 


rate case expense, because in a num- 
ber of previous cases the Commission 
has allowed the expense and we shall 
not deviate from this precedent. 

Our tabulation of the allowance for 
cash working capital follows: 


Cash operating expenses—Commis- 
sion accountants 


Increase 
Payroll 
Bookkeeping costs 
Amortization of rate case ex- 
pense 
Reinstatement of 


$75,809.48 


Decrease 
Goodwill advertising 
Loss of customers 


9,152.91 


Adjusted cash operating expense 

$71,779.00 

Upon the basis of this amount the 
cash working capital requirement is 
the sum of $8,850. 

The allowance for a buffer fund is 
a judgment figure, and it is our opin- 
ion that the amount of $2,000 is prop- 
er and ample. 

In summation, we find the total al- 
lowance for working capital as fol- 
lows: 

Material and supplies 


Cash working capital 
Buffer fund 


X. Going Concern 


[15, 16] The only specific testi- 
mony in support of a going concern 
value of the property was presented 
by company witness. The suggested 
allowance follows: 


Interest on idle plant 
Depreciation on idle plant 
Taxes on idle plant 
Development of business 
Books and records 
Training of employees 
Tuning up the business 
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The city objects to the inclusion of 
each of these claims on the basis that 
they are either capitalization of past 
losses, or items previously charged 
to operating expenses. The Commis- 
sion takes cognizance of the estab- 
lished principle of valuation that a util- 
ity, having business attached and ren- 
dering satisfactory service, has great- 
er value than the identical physical 
property without these intangibles. 

In the determination of the present 
fair value of the property, we shall 
give consideration to all elements of 
value, but we will make no separate 
allowance for going concern value. 


XI. Present Fair Value 


[17] In the foregoing chapters of 
this report, we have set out the pres- 
ent fair market value of the land, the 
estimated original cost of the prop- 
erty, the reproduction cost, the per- 
centage obtained for use in the deter- 
mination of depreciation, and the 
working capital requirements. In 
finding present fair value the company 
proposes “that controlling weight 
should be given by the Commission 
to the estimates of reproduction cost 
new less depreciation.” 

It is asserted that the two principal 
factors for consideration are the es- 
timated original cost and reproduc- 
tion cost new less depreciation, and 
inasmuch as the actual original or his- 
torical cost could not be ascertained, 
we have only an estimate of that cost. 
Reproduction cost is also merely an 
estimate. Both factors are support- 
ed by the same class of evidence. 

We are not called upon to deter- 
mine the controlling weight to be ac- 
corded to any particular factor for 
consideration, or any particular ele- 
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ment of value brought into the ca 
by the evidence. We are mindful tha 
all relevant facts should be considere 
and weighed and this we propose t 
do, and have done heretofore ; 
reaching our conclusions on the sub 


beciatio 


ject of original cost and that of rel! 


production cost less depreciation 


There is no other rule or formula thai’ i 


must be followed or that ought to b 
followed other than to apply a rea 
sonable and a considerate judgmen 
to all established facts and find an an 
swer. All elements of value includ 
ing original cost, reproduction cost 
the present condition of the property 
price trends, and a reasonable forecast 
of the future pass in review. The 
composite effect of all should be in 
cluded in the finding of a just and 
reasonable result. 

In view of the foregoing and afte 
careful consideration of all the evi 
dence, we find the present fair value 
of the company’s property devoted to 
public service, including all elements 
of value, tangible and intangible, at 
July 31, 1937, to be $800,000. 


XII, Annual Depreciation Require- 
ment 


[18] The 


Commission engineers 


recommended an annual allowance off 


$11,650, plus 14 per cent on all sub- 
sequent additions other than transpor- 
tation equipment. They recommend- 
ed an annual allowance of 274 per 
cent of subsequent additions of trans- 
portation equipment. The recommen- 
dation was based upon a study made 
of the actual accruals that the com- 
pany has set aside to its reserve since 
1917. It was found that the amount 
that the company has accrued to its 
reserve has met the materialized de- 
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eciation and except for the depre- 
ition that was in existence at the 
eginning of the reserve has created 
fund that was equal to the accrued 
lepreciation as of the appraisal date. 
he estimate for the annual allowance 
for depreciation was further checked 


only applying separate allowances to the 


various items of property in the sys- 
Mem and determining a composite per- 
kentage for the entire property. 

The company witness recommend- 
ed that the company set up not less 
than 2 per cent of its depreciable prop- 
ety as an annual allowance for de- 
j™preciation reserve. From 1933 to 
1935, he conducted negotiations for 

athe company with the Internal Reve- 
inganue Department to settle Federal in- 
come taxes for some prior period, and 
in connection therewith made a study 
of company’s investment in fixed capi- 


tal and a study to determine rates of 
depreciation to justify the company’s 
position before the Internal Revenue 


Department. He also made a study 
of the subsidiaries of the General Wa- 
ter Works and Electric Corporation, 
predecessor to the General Water, Gas 
& Electric Company, to determine 
what were fair amounts that the re- 
spective companies might set aside 
im for depreciation. From these studies 
a recommendation was made to the 
company to increase its annual pro- 
vision for depreciation from 14 per 
cent as fixed by this Commission to a 
new rate of 2 per cent, together with 
arate of 274 per cent on motor ve- 
hicles. The city engineers did not 
make a separate study of the require- 
ment for an annual depreciation al- 
lowance, but accepted the Commission 
engineers’ estimate as being adequate. 

The experience of the company in 
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accruing a depreciation reserve that 
is sufficient to provide for the prop- 
erty retired and for the depreciation 
that has accrued since the reserve 
started carries great weight. That 
information, supported with a depre- 
ciation allowance calculation based on 
straight-line estimates, together with 
the fact that this Commission has 
heretofore found 14 per cent of the 
depreciable property to be a sufficient 
allowance, leads us to the conclusion 
that $11,650 plus 274 per cent on 
transportation equipment and 14 per 
cent on all other depreciable property 
added subsequent to the appraisal 
date is an adequate provision. 


XIII. Operating Revenues and 
Expenses 


The Commission accountants au- 
dited the books of the company and 
made what, in their opinion, were the 
proper adjustments of operating reve- 
nues and expenses for the year ended 
July 31, 1937. They stated that at 
the date of their audit there were 
pending several important changes in 
the operating conditions of the com- 
pany, which would have a material 
bearing on future revenues and ex- 
penses. In their supplemental report 
the accountants stated that at that 
time (February 13, 1938) most of 
these items were still indefinite, and 
for that reason did not offer an ad- 
justed income statement. 

Neither the company, nor the city, 
made an independent audit in this 
case, however, both filed statements 
based upon the Commission account- 
ants’ findings and their respective ad- 
justments. 

The operating revenues and ex- 
penses as recorded by the company for 
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the year ended July 31, 1937, were 
$183,701.90 and $118,117.43 re- 
spectively, producing a net revenue 
available for return of $65,584.47. 
The interested parties presented their 
adjustments of these figures for con- 
sideration in estimating a return for 
the purpose of this case. Our treat- 
ment of these adjustments follows: 


Operating Revenues 


Routine adjustments of revenues. 

The Commission accountants pre- 
sented three minor adjustments of op- 
erating revenues, amounting to an in- 
crease of $526.54. These consist of 
reclassifying as operating revenue 
profit on jobbing work, $356.85 ; cash 
discounts on construction material 
$152.54; and interest on delinquent 
accounts $17.15. There were no ob- 
jections by the parties, and we shal! 
increase the recorded revenue to re- 
flect these adjustments. 


Increase in revenue. 

A witness for the city testified that 
in view of the operating history of 
the company, it might reasonably ex- 
pect an increase in business which 
would reflect an annual increase in net 
revenues of $5,000. The annual re- 
ports of the company were offered in 
evidence for the purpose of showing 
the amount of increase in business 
which it had enjoyed and from these 
reports it appears that there has been 
approximately a net average gain of 
$7,000 annually. The city now con- 
tends that in making an estimate of 
future revenue there should be in- 
cluded an item of $7,500 to cover in- 
creased business which the company 
has every prospect of obtaining. Jef- 
ferson City has been attended by a 


27 P.U.R.(N.S.) 


88 


continuous increase in population an 
all reasonable prospects are that 
municipality will continue to expan 
in residential areas, experience a no 
mal increase in its commercial ente 
prises, and that the company will e 
joy a substantial increase in business 

From the evidence upon the sub 
ject, we are of the opinion and fin 
that a reasonable estimate of an i 
crease in revenue will amount to ; 
least $5,000 annually. This sum wi 
be taken into account in estimating 
revenues for the future. 


Cumulative billing to state depart 
ments. 

‘ [19] The Commission accountant 
stated in their original report that th 
company had agreed to furnish serv 
ice, commencing with readings sub 
sequent to June 16, 1937, to all stat 
buildings and institutions connecte( 
to its system as though such servic 
were furnished through one meter a 

the regular commercial rate. It i 
estimated that this arrangement wil 
reduce the revenue of the company b 

the amount of $5,414.37 annually 
based upon the comparable billing dur 
ing the audit period. The city ob 

jects to this arrangement on_ thé 
ground that it constitutes an undue 
discrimination against other consumq 
ers; that it is contrary to law and that 
the estimate of revenues derived fro 

the state should be made on the regu 

lar commercial rate. Such contracts 
for service with the state appear to b¢ 
exempt from control by the Public 
Service Commission unless it shoul 

plainly appear that such contract wil 
cast an undue burden upon genera 
consumers. Such has been the ruling 
of this Commission in view of the pro 





@iien on other consumers. 
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sion in § 5190, subdivision 12, Rev. 
Kats. Mo. 1929, United States Army 
fuartermaster Corps v. Kansas City 


PU.R.(N.S.) 372; St. Joseph v. St. 

(Mo. 1933) 1 
wp U.R.(N.S.) 225-228. There is no 
widence in this case that the contract 
ktween the company and the state 
yould result in a service to the state 
tt a loss to the company, or that it 
would result in any unreasonable bur- 
An adjust- 
ment will be made in an estimate of 
future revenues to account for the de- 
tease in operating revenues which 
might be occasioned to the company 
pn account of its contract with the 


The Commission accountants were 
advised that subsequent to the audit 


icq™period the company would lose certain 


revenue. The customers involved fol- 


residence 
‘tate penitentiary 
Warden’s residence 


$18,697.83 


m All parties in this case agree to the 

propriety of the elimination of the 
revenue of the Capital poultry farms 
and the Botz residence. 

In connection with the loss of busi- 
ness of the “penitentiary group” (all 
of the above with the exception of the 
Capital poultry farms and Botz resi- 
dence), the chief engineer in charge of 
construction at the penitentiary testi- 
fed that it was his opinion that the 
company would continue to serve the 
warden’s and deputy warden’s resi- 


dences, as well as the state park. He 
further testified that it would be his 
recommendation to the state building 
commission that the company’s con- 
nection to the penitentiary property be 
maintained, although the valves would 
be closed, for use as standby service. 
Company witness testified that if such 
standby service were rendered the com- 
pany would quite naturally expect to 
derive revenue therefrom, but that at 
the date of the hearing there had been 
no negotiations by anyone with re- 
spect to this service. 

After the hearing in this case the 
Commission endeavored to ascertain 
the value of standby service at the 
penitentiary, suggesting that the in- 
terested parties negotiate and agree 
upon an equitable amount. The com- 
pany engineers prepared a basis for 
assessing the charge, but the peniten- 
tiary officials would not accept the 
company’s figures. 

At the time this report is being writ- 
ten there is no evidence at hand to sub- 
stantiate a fair and reasonable amount 
that the company should receive for 
standby service at the penitentiary, 
providing such service is rendered. 

[20] It will be apparent that the 
evidence in connection with standby 
service at the penitentiary is incom- 
plete, however, the Commission is 
obliged to confine its decision to the 
facts of record, and its only recourse 
in this matter, the valves being closed, 
is to treat all the revenue from the 
penitentiary proper as being lost. 

We find that the revenue during the 
audit period should be reduced by the 
amount of the billing to the Capital 
poultry farms and Botz residence 
($1,625.85), and the billing to the 
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penitentiary proper ($16,711.34), a 
total of $18,337.19. 


Operating Expenses 


Routine adjustments of expenses. 
The Commission accountants pre- 
sented several routine adjustments of 
operating expenses. In the absence of 
any objection by the parties, we shall 
include these adjustments in our find- 
ing of estimated future annual operat- 
ing expenses. The adjustments follow: 


Decreases in expenses. 


Elimination of rate case expense 
charged by company—Adjusted 
hereinafter 

Adjustment of 
counts 

Adjustment of tax expense and de- 
ferred accounts 

Transfer of normal tax on bonds to 
deductions from income 

Transfer of dues and donations to 
deductions from income 

Miscellaneous refunds to customers 
transferred to deductions from in- 


$564.65 
60.00 
641.90 
70.70 
1,371.53 


uncollectible ac- 


Total decreases 


Payroll. 

The company introduced evidence 
that its annual payroll chargeable to 
operating expenses would be increased 
over that of the audit period by 
$919.36. 

This appears to us to be a proper 
adjustment, and, in the absence of any 
objections, we shall increase the oper- 
ating expenses by this amount. 


$2,734.47 


Bookkeeping costs. 

The evidence in this case shows that 
the books of this company have been 
kept in the offices of the Sedalia Water 
Company, Sedalia, Missouri, by a 
force which kept books of the latter 
and other companies. Further evi- 
dence shows that in the future this 
force will perform said service for 
fewer companies than in the past, re- 


27 P.U.R.(N.S.) 


sulting in an increased expense to th 
remaining companies, one of which j 
the Capital City Water Company. 
The company presented eviden 
that this increase would amount t 
$1,200 annually. We find this to b 
reasonable and shall increase the ope 
ating expenses by this amount. 


Amortization of rate case expense. 

In their supplemental report th 
Commission accountants stated th 
their original finding of the company’ 
expense in this case, $4,601.80, shouldiri 
be substantially increased by subse 
quent expenditures which were not 0 
record at the date of the audit. 

The company introduced evidences 
showing that its total costs in this cas¢ 
were estimated to be $19,000, which 
when amortized on a 5-year basis 
amounted to an annual charge of 
$3,800. 

The position of the city on this ad 
justment is not quite clear from the 
evidence. At the time of the introduc 
tion of this adjustment, the city coun 
sel made no interrogation of the com 
pany witness. 

The city witness stated that he ac- 
cepted, without alteration, the com- 
pany’s final figure of $19,000 for rate 
case expense and also the amortization 
period of five years. In its brief the 
city suggests a reduction in the annual 
amortization charge by increasing the 
period from five to ten years, citing 
findings in two cases before the Com- 
mission as a basis for the longer pe- 
riod. The city counsel stated that the 
city believes that $19,000 for rate case 
expenses to be excessive from the fact 
that the company engineering expense 
is greater than that of the Commission 
engineers. The engineering expenses 
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i the company were more than those 
ji Commission engineers, but refer- 
Mince to the cost of reproduction chap- 
pt herein shows that the different 
mounts of work done are not com- 
rable, and counsel introduced noth- 
ng to support his opinion. 

[21, 22] Obviously, the expenses in- 
ured by a company in proceedings 
wh as these are too great and too 
xtraordinary to be charged against 
bsingle year’s operations. It, there- 
pre, behooves us to attempt to dis- 
ribute said expenses over a period that 
ems most equitable, which period can 
most logically be determined from the 
wast history of various rate case pro- 
geedings. 

This company was valued by the 
Commission at January 1, 1917, Case 
Nos. 1146 and 1147, supra, again at 
auary 1, 1925, Case No. 4194 
P.U.R.1925D, 41), which was sup- 
llemented, after certain improvements, 
Mit June 30, 1927 (P.U.R.1928C, 436), 
and finally in the present case. Thus, it 
vould appear, considering the 1925 
and 1927 investigations as one finding, 
that the property of the company has 
been valued by the Commission ap- 
proximately every ten years. 

We believe that ten years is the 
proper period of amortization of this 
expense, resulting in an annual charge 
to operating expenses of $1,900. 


. 


Federal payroll taxes. 

The company presented evidence 
showing that their payments under the 
Federal Social Security Act would re- 
sult in an annual increase in operating 
expenses over those during the audit 
period of $307.76. 

There were no objections to this es- 
timate and we shall increase the oper- 
ating expenses by this amount. 


Management Fee 


[23] During the year ended July 
31, 1937, the company paid to the af- 
filiated General Management Corpo- 
ration, a management fee of $2,- 
854.20. Following precedent, the 
Commission accountants eliminated 
this fee from operating expenses for 
the reason they could not determine 
from the records of the company what 
services were performed in return 
therefor. However, the accountants 
stated that if future evidence showed 
that said fee was a reasonable charge 
for such services, then the amount 
should be reinstated. 

The company introduced evidence 
as to the services the company may ex- 
pect from the General Management 
Corporation, as well as the services 
actually rendered during the audit pe- 
riod. The witness further testified 
that such charges were the actual cost 
of the services rendered, the General - 
Management Corporation not deriving 
any profit from its contract with the 
company. 

The city states that it was not im- 
pressed with the nature of this testi- 
mony, and believed the local officers 
of the company could have rendered 
such services along with the discharge 
of their other duties. However, the 
city offers no evidence in support of 
its contention other than expressing an 
opinion. 

The only active officer of the com- 
pany located in Jefferson City is the 
president, an engineer, who directs 
and supervises operations. Advice 
and services respecting income taxes, 
purchasing, construction, operation, 
and budget control are furnished by 
the General Management Corporation. 

The Securities and Exchange Com- 
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mission, Release No. 805, August 27, 
1937, in the matter of the General 
Management Corporation, pursuant 
to Rule 13-22, authorizing manage- 
ment fees charged to associated com- 
panies stated: 

“Tt is found that declarant is so or- 
ganized and conducted as to meet the 
requirements of § 13 (b) of said act 
with respect to reasonable assurance 
of efficient and economical perform- 
ance of the services described in such 
declaration, for the benefit of associ- 
ated companies at cost fairly and equi- 
tably allocated among them, provided, 
however, that declarant shall adjust 
charges to cost at quarterly intervals.”’ 

The record in this case shows that 
the General Management Corporation 
adjusted the charge to the company 
by refunding an amount purported to 
have reduced the charge to a cost basis. 


The policy of this Commission has 
been to deduct management fees from 
operating expenses where the fees were 
assessed on the basis of a percentage 
of revenues and no evidence was pro- 
duced to show that such charges repre- 


sented actual cost. Where it was 
found that charges were predicated 
upon cost, they were allowed. 

We believe that the evidence in this 
case justifies the inclusion of manage- 
ment fees in operating expenses, and 
we shall allow the sum of $2,854.20. 


Extraordinary maintenance. 

[24] This is an item introduced by 
the city showing that the maintenance 
expenditures of the company during 
the audit period were approximately 
$1,800 in excess of the average annual 
comparable expenditures during the 
five years ended December 31, 1936. 
The city contends that the Commis- 
sion accountants’ allowance for oper- 
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ating expenses should be reduced b 
this amount. 

Under cross-examination city wit 
ness testified that he could not state 
what proportion of the excess pro 
duced by the 5-year comparison should 
be attributed to increasing costs of la 
bor and materials in the period audit 
ed. The witness also stated that the 
extraordinary expense arising from 
steamboat standby service should not 
be allowed in maintenance costs. The 
accountants find that their working 
papers show a total expenditure for 
steamboat standby service in the peri- 
od of the audit of $1,410.95, and be- 
ing an extraordinary expense, it is 
properly amortizable to operating ex- 
penses over a conservative period. In 
June, 1937, the company charged $200 


of the expense to maintenance ex-#j" 


penses, and in July, 1937, $300, and 
the remaining expense is being amor- 
tized at the rate of $300 each month 
until extinguished. This is sound ac- 
counting, and authority for amortiz- 
ing extraordinary expenses may be 
found in many rate cases before the 
Commission. 

There is no probative evidence to 
the effect that maintenance expendi- 
tures during the audit period were ex- § 
cessive ; the claim of the city is largely 
a matter of conjecture, and we will, 
therefore, make no adjustment for the 
item. 


Pumping costs. 

The Commission engineers testified 
that if the present steam pumping 
equipment were replaced with electri- 
cal pumping equipment, there would 
be an estimated decrease in operating 
expenses of $5,141 annually. The city 
contends that the net revenue should, 
therefore, be increased by this sum. 
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The company objects to this conten- 
ion on the grounds that such estimat- 
edd savings are based upon hypothesis, 
and are not related to the actual cir- 
cumstances at hand. The evidence is 
insufficient to warrant an adjustment 
in this item. 


Goodwill advertising. 

In their supplementary report the 
Commission accountants stated that 
in their original report they had includ- 
ed in operating expenses the sum of 
$3,769.26 representing advertising ex- 
penditures during the audit period, and 
that upon subsequent examination of 
the expenditures involved, they de- 
trmined that 17 per cent of this 
amount, or $640.77, was not properly 
chargeable to operating expenses, and 
should be eliminated. 

Company witness testified in a gen- 
eral way in support of the inclusion in 
operating expenses of all of the com- 
pany’s advertising expense. 

Counsel for the city objected to the 
charging of any of the advertising ex- 
pense to the consumers, and requested 
that the advertisements in controversy 
be admitted in evidence and given care- 
ful consideration. 

It is our opinion that of the adver- 
tising expenditures involved, 78 per 
cent, or $2,938.49 is properly charge- 
able to operating expenses, and 22 per 
cent, or $830.77 should be charged 
against deductions from income. 

We shall decrease operating ex- 
penses $830.77 for this item. 


Chamber of commerce contribution. 
[25] The Commission accountants 
included in the operating expenses 
an expenditure of $400 representing 
apayment to the Jefferson City cham- 
ber of commerce for a fund to be used 


in attempting to retain certain Federal 
and state agencies in Jefferson City. 

The city contends that such expense 
is no different than regular dues or 
other donations, which have been dis- 
allowed, and should be eliminated. 

It is an established fact that operat- 
ing expenses may properly include 
prudent expenditures for the acquisi- 
tion of new business, and it therefore 
follows that an expenditure for the 
avowed purpose of retaining present 
business falls in the same category. 
We shall make no adjustment for this 
item. 


Loss of customers. 

As a result of the loss of certain 
large customers, previously referred 
to in this chapter, there will be a cor- 
responding decrease in operating ex- 
penses. 

The Commission engineers calcu- 
lated this decrease in expense to be the 
sum of $9,705 annually, which amount 
the city accepted as proper. 

The company contends that the en- 
gineers’ decrease is excessive in two re- 
spects ; the decrease of maintenance of 
pumps, boilers, and miscellaneous 
equipment, and the decrease of purifi- 
cation labor. The differences amount 
to $1,447.38 and $520, respectively, 
or a total difference of $1,967.38, 
making the company’s estimate of said 
reduction the sum of $7,737.62. 

The company’s claim in connection 
with boiler maintenance appears to be 
well founded, although the viewpoint 
of the Commission engineers that 
maintenance does depend somewhat 
on work done, is not entirely unreason- 
able. We shall, however, adjust the 
engineers’ estimate of the decrease by 
eliminating therefrom any decrease 
with respect to boiler maintenance. 
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This adjustment is in the amount of 
$505. 

With respect to purification labor, 
the company contends no reduction 
thereof would follow a decrease of 
40 per cent in filtered water sold. It 
is our opinion that such a decrease 
would reasonably reduce purification 
labor by 13 per cent as estimated by 
the Commission engineers, therefore, 
we shall make no adjustment of this 
item. 

The Commission engineers’ esti- 
mate of the decrease in the amount of 
$9,705 is based upon a loss of busi- 
ness which includes the warden’s res- 
idence, deputy warden’s residence, and 
the state park. Since the evidence, 
stated elsewhere herein, shows that 
this business will not be lost, we are 
reducing the above estimate of the de- 
crease by the operating expenses ap- 
plicable to these three customers’ con- 
sumption, or the sum of $47.09. 

We shall reduce the operating ex- 
penses of the audit period by the 
amount of $9,705, minus the fore- 
going adjustments of $505 and $47.09, 
making a total net reduction of $9,- 
152.91. 


Income taxes. 

The routine adjustment of ex- 
penses, hereinbefore described, adjust- 
ed the provision for Federal and state 
income taxes to the amount of $6,- 
180.83. Other foregoing adjustments 
of revenues and expenses will result 
in a final provision of $4,904.87 for 
income taxes, or a decrease of $1,- 


275.96. 


Depreciation provision. 

The depreciation provision as re- 
corded by the company for the year 
ended July 31, 1937, amounted to 
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$15,246.02. In a previous chapte 
we found the proper provision to b 
the sum of $11,650, a decrease of $3, 
596.02. 


Conclusion. 

A summary of the foregoing adjust 
ments to the operating revenues and 
expenses follows: 


Operating Revenues 


Recorded by company—year ended 
July 31, 1937 


Increase ’ 
Routine adjustments 
Increase in future revenues .... 


Decrease 
Cumulative billing to state de- 
partments 
Loss of customers 


Total—Estimated future an- 
nual operating revenues ... $165,476.88 


Operating Expenses 


Recorded by company—year end- 
ed July 31, 1937 


Increase 
Payroll 
Bookkeeping costs 
Amortization of rate case ex- 


Decrease 
Routine adjustments 
Goodwill advertising 
Loss of customers 
Income taxes 
Depreciation provision 


Total—Estimated future an- 
nual operating expenses ... $104,854.42 


Estimated future annual net 
revenue available for return $60,622.46 


XIV. Rate of Return 


[26] A utility is entitled to earn 
operating expenses, including depre- 
ciation, and in addition a fair and rea- 
sonable return on the present fair val- 
ue of its property devoted to public 
service. . 

[27, 28] In fixing the rate of re- 
turn, consideration should be given, 
among other things, to competition, in- 
terest rates, security yields, safety of 
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investment, stability of business, and 
the national outlook for prosperity, so 
hat there may be no injustice to the 
owners of the property, or to the con- 
wmers that contribute the return. 

The company cited a 64 per cent re- 
wn allowed the Laclede Gas Light 
Company in 1934, Case No. 5217 (7 
P.U.R.(N.S.) 277), contending that 
the company has a less favorable out- 
ok and should be entitled to a re- 
urn of 74 per cent. The issues that 
Savere involved in the Laclede Gas 
light case, supra, are in no wise com- 
parable with this case, and the mere 
ize of a utility is no criterion for 
measuring a fair return. 

The company also contended that in- 
terest rates for small utilities are mov- 
ing upwards. Weare unable to verify 
this statement. The company’s pres- 
Jant long-term obligations consist of 
}per cent bonds and 6 per cent notes, 
and it could doubtless obtain money 


gaat the same or more favorable rates in 


the current market. 
The city witness testified that a rate 


of return of 6 per cent would be prop- 
er in view of current interest rates and 
freedom from competition. 

The city’s suggestion that a 6 per 
cent return be fixed because of inter- 
est rates and lack of competition, which 
latter is a moot question, is hardly jus- 
tifiable in view of many other elements 
that must be considered. 

Upon consideration of the foregoing 
and other factors, the Commission is 
of the opinion that the company should 
receive a return of 64 per cent on the 
present fair value of its property, 
which is necessary for the discharge 
of its public duties and for the protec- 
tion of its investors. 


XV. Conclusion 


On the basis of the fair value of the 
property of $800,000, a 64 per cent 
return would amount to $52,000. 

The estimated future annual return 
of $60,622.46 is in excess of this sum 
by $8,622.46, necessitating a rate 
reduction of approximately this 
amount. 








NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re Upstate Telephone Corporation of 
New York 


[Case No. 9562.] 


Security issues, § 84 — Reimbursement for expenditures — Purpose for which 


proceeds are to be used. 


A public utility corporation which has made expenditures for additions to 
plants should not be authorized to issue stock for reimbursement purposes 
regardless of the purpose for which the proceeds are to be used. 


(Van NamEE, Commissioner, dissents. ) 
[November 30, 1938.] 
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| georraees by telephone corporation for authority to issue and 

sell common capital stock for reimbursement purposes; is- 

suance and sale authorized and purposes for which proceeds are 
to be used designated. 


APPEARANCE: Wood, Wood and 


Wood (by Edward S. Wood) Glov- 
ersville, Attorneys for Upstate Tele- 
phone Corporation of New York. 


To the Commission: Upon May 
31, 1938, a petition was filed in this 
proceeding by Upstate Telephone Cor- 
poration of New York for authority 
to issue $155,000 par amount of its 
common capital stock for reimburse- 
ment purposes. 

A hearing upon the petition was had 
before me at Albany on June 20, 1938. 
The appearance was as above noted. 

The petitioner, a domestic telephone 
corporation, was organized June 20, 
1889, as Glen Telephone Company, 
pursuant to consent and approval 
granted on October 24, 1933, in Case 
No. 7635 (P.U.R.1933D, 155) the pe- 
titioner, then Glen Telephone Com- 
pany, on December 28, 1933, merged 
into itself Black River Telephone 
Company, North Creek and Ches- 
tertown Telephone Corporation, and 
Walker Telephone Company, Inc. By 
a certificate of change of name filed 
on December 28, 1933, Glen Tele- 
phone Company became Upstate Tele- 
phone Corporation of New York, the 
petitioner herein. All of the outstand- 
ing capital stock of the company, con- 
sisting of 9,450 shares of common 
stock of the par value of $100 each, or 
a total par amount of $945,000, is 
owned by General Telephone Corpora- 
tion. 

As now constituted the petitioner 
owns and operates a telephone system 
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in northern central New York state. 
It serves some 19,300 subscribers with 
telephone service from 36 central of- 
fices located in the counties of Fulton, 
Hamilton, Montgomery, Saratoga, 
Lewis, Herkimer, Oswego, Oneida, 
Jefferson, Essex, and Warren. 

In this proceeding the petitioner 
proposes to issue an additional $155,- 
000 par amount of its common capital 
stock, to consist of 1,550 shares of 
the par value of $100 each, to be sold 
at par for cash to General Telephone 
Corporation, to realize proceeds of not 
less than $155,000, and to use the pro- 
ceeds for the reimbursement of its 
treasury for moneys, which, according 
to the petition, were expended for net 
additions to fixed capital from income 
or other moneys in the treasury not 
obtained from the issuance of stock, 
bonds, notes, or other evidence of 
indebtedness. The proceeds so re- 
ceived, it is stated in the petition, will 
be applied (1) to the payment of 
$118,953.09 of accounts payable 
which were outstanding on April 30, 
1938, and (2) the balance, or $36,- 
046.91, to be used for cash working 
capital. 

The $118,953.09 of accounts pay- 
able outstanding at April 30, 1938, 
according to an exhibit (C) submitted 
in the petition, consists of amounts 
owed by the petitioner for materials 
and supplies $17,354.79 for payroll 
$6,359.93, for connecting company 
tolls $12,879.38, for bond financing 
expenses (Case No. 9438) $4,348.87, 
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for taxes $3,425.29, for general office 
expense $9,184.78, for interest due 
and unpaid $56,753.65, and for other 
Mand miscellaneous items. ‘The peti- 
tioner’s alleged requirement for addi- 
tional cash working capital is herein- 
after discussed. 

The proposed stock, according to 
the petition, has its basis in $414,963.- 
18 of net additions to fixed capital 
during the 5-year period from Janu- 
ary 1, 1933, to December 31, 1937, in- 
clusive, in respect to which amount the 
petitioner advises it has not heretofore 
been reimbursed. That amount, it is 
stated in the petition, represents an 
actual increase in operating property 
and is not a replacement of or sub- 
stitutions for retired property or other 
loss chargeable to income. 

According to an exhibit (No. 3) 
submitted in this proceeding, of the 
above-reported net expenditures, 


Period 
1/1/33-12/31/33 
1/1/33-12/31/33 
1/1/33-12/31/33 
1/1/33-12/31/33 
1/1/34-12/31/37 


Black River 
North Creek 


above set forth, in part to take up in 
stock a part of the capital expenditures 
against which bonds may not be issued 
under the corporation’s mortgage, and 
in part to reduce the ratio of bonds to 
stock in order that compliance may be 
made with investment laws of the sev- 
eral states and to place the corporation 
in a better position to effect future 
financing. The mortgage referred to 
limits the issue of bonds to a principal 
amount not in excess of 60 per cent of 
the cost or fair value of property ac- 
quired, constructed, purchased, or oth- 
erwise installed. 

An exhibit (No. 5) submitted in 
Case No. 9438, to which reference was 
made in this proceeding, shows gross 
additions, retirements, adjustments, 
and net additions to telephone plant 
account made during the period from 
January 1, 1933, to December 31, 
1937, as follows: 


— Expenditure — 
Retire- 
ment 
$72,844.07 
36,104.64 
8,640.56 


Net 


Adjust- 
Expenditure 


Gross ment 


$97,008.30 
39,793.76 
10,628.08 
3,056.90 
977,571.81 


$4,972.40 6,959.92 
2'337.33 901.72* 182.15* 


738,565.55 141,325.80 380,332.06 





1/1/33-12/31/37 $1, 


* Denotes credit. 


$309,043.99 represents expenditures 
which were incurred in the conversion 
of central offices. According to the tes- 
timony the corporation has 36 ex- 
changes. Of that number 19 have 
been converted to common battery dial 
service during the past five years. 

The principal reason underlying the 
proposal to issue $155,000 of stock 
as against $414,963.18 of alleged un- 
capitalized expenditures was stated to 
be founded in part upon a desire to 
obtain the funds for the purposes 
[7] 


128,058.85 $858,492.15 $145,396.48 $414,963.18 


The detail of the expenditures enter- 
ing into the period to and including 
December 31, 1935, have heretofore 
been examined by the Commission’s 
divisions in connection with the merg- 
er proceeding in Case No. 7635, su- 
pra. Volumes showing the detail of 
the gross expenditures, retirements, 
adjustments, and net expenditures 
covering the years 1936 and 1937, 
have heretofore been submitted for 
the examination of the Commission. 
There has also been submitted an 
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analysis of retirements showing the 
total credits to operating property ac- 
counts and offsetting charges to de- 
preciation reserve, together with an 
analysis of credits to the reserve 
showing the nature and source of 
such credits and the basis of the 


Assets Side 
Telephone plant 
Construction work in progress 
Telephone plant acquisition adjustment 
Investment in affiliated companies 
Other investments 
Sinking fund 
Miscellaneous physical property 
Cash 
Special cash deposits 
Working funds 
Due from customers and agents 
Accounts receivable 
Interest and dividends receivable 
Materials and supplies 
Other current assets 
Prepaid rents 
Prepaid taxes 
Prepaid insurance 
Prepaid directory expense 
Other prepayments 
Discount on funded debt 
Insurance and other funds 
Other deferred debits 


Liabilities Side 
Capital stock—Common 
Premium on capital stock 
Funded debt 
Notes payable to affiliated companies 


Accounts payable to affiliated companies .... 


Other accounts payable 
Consumers’ deposits 

Advance billings and payments 
Other current liabilities 
Matured interest on bonds 
Matured long-term debt 
Interest accrued on funded debt 
Taxes accrued 

Unmatured interest accrued 
Interest payable to affiliated companies 
Insurance reserve 

Other accrued liabilities not due 
Provident reserve 

Depreciation reserve 
Amortization reserve 

Other reserves 

Other deferred credits 
Donations 

Unappropriated surplus 
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contra charges to expense accounts 

The petitioner’s book balances as 0 
December 31, 1932, and December 31 
1937, as submitted in the petition 
show the following. For compara 
tive purposes the book balances a 
May 31, 1938, are also shown: 


Book Balances 

12/31/32 12/31/37 5/31/38 © 
$3,557,297.84 

127,958.58 

970.00 

1,212.00 

38,102.28 

11,617.98 

76.50 

2,427.00 3,935.00 
30,002.28 38,854.54 
183,402.98 1,912.93 


28,420.50 208.73 
68,704.95 65,948.76 


4,280.45 
4259.81 


8,711.19 53,434.90 
$4,436,403.76 $3,954,751.92 








$945,000.00 

21,780.00 

285,900.00 34,000.00 

700,072.79 505,800.00 
19,850.69 
42,177.28 
1,030.84 
1,840.03 
1,030.10 


35,198.30 
26,897.82 1,760.79 
48,670.50 2,655.94 
116.78 
1,150,105.12 1,373,938.91 
3,295.5 


7.64 Cr. 1,434.05 
1,056.63 1,858.96 
657,731.30 692,573.96 


$4,436,403.76 $3,954,751.92 
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The corporation’s income statement 
or the year ending December 31, 
1937, as submitted in this proceeding, 
shows the following: 


Operating revenues 
Operating expenses 
a Depreciation 


Net operating income 
Miscellaneous deductions from income 


Income available for fixed charges 


nterest on funded debt 

Interest deductions—intercompany 

Other interest deductions 

Interest during construction—Credits 
Amortization of discount on funded debt 
Other fixed charges 


Net income 


Since effecting the merger the cor- 
poration has paid dividends upon its 
outstanding stock at the rates and in 
the amounts as follows: 

Amount 
$85,050 

85,050 
132,300 

94,500 

In the examination made in Case 
No. 7635 the corporation’s book bal- 
ance of telephone plant at December 
31, 1935, was $3,492,943.72 as com- 
pared with a final corrected balance 
as of the same date of $3,324,818.15, 
as determined by the Commission’s 
livisions, or a proposed deduction of 
$168,125.57. Of the proposed deduc- 
tion an amount of $146,422.49 per- 
tained to the elimination of Undis- 


Rate per Share 


tributed Construction Expenditure 
and $21,703.08 to other of the tele- 
phone plant accounts. Many of the 
adjustments proposed by the Commis- 


$811,676.85 


677,504.87 
134,171.98 
723.06 


133,448.92 


43,195.35 
$90,253.57 


sion’s divisions as of December 31, 
1935 (in Case No. 7635) were made 
by the corporation during the year 
1936. 

The book balances at May 31, 1938, 
above, reflect the refunding and re- 
financing recently effected by the cor- 
poration. By an order made on 
March 1, 1938, in Case No. 9438, the 
Commission authorized the corpora- 
tion to issue, within a period not later 
than March 15, 1938, not to exceed 
$1,000,000 principal amount of first 
mortgage 4 per cent bonds due Janu- 
ary 1, 1963, to be sold at not less than 
par and accrued interest, to realize 
proceeds of not less than $1,000,000, 
and to apply the proceeds solely and 
exclusively to the following purposes : 
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(a) To refund $224,100 principal amount of first mortgage 5 per cent bonds of Black 
River Telephone Company which matured on January 1, 1936, and which re- 


main outstanding 


$224,100 


(b) To refund $34,000 principal amount of first mortgage Series A 20-year 6 per 
cent sinking-fund gold bonds of North Creek and Chestertown Telephone Cor- 
poration which mature June 1, 1947, to be redeemed on June 1, 1938, at 1044 


per cent of par and accrued interest 


(c) To pay in full indebtedness owing to General Telephone Corporation at De- 
cember 31, 1937, represented by a 6 per cent promissory note in a face amount 
of $488,000, and a 5 per cent promissory note in a face amount of $17,800 

(d) panes tana of capital expenditures made to and including December 31, 
1 


the said sum of $236,100 to be applied solely and exclusively to the construc- 
tion of the projects submitted in Exhibit 6 herein of an estimated gross cost of 


$244,222.62 


Total proceeds to be realized 


The authorized securities were is- 
sued on March 14, 1938, at par realiz- 
ing proceeds of $1,000,000. Accord- 
ing to verified security reports which 
were filed in that proceeding, the pro- 
ceeds have been applied to the pur- 
poses for which authorized. The 
$236,100 of proceeds authorized to be 
applied to construction purposes (Item 
(d) above) have been deposited in a 
special fund for that purpose. 

The $414,963.18 of net additions 
made during the period from 1933 
to 1937, inclusive, were submitted by 
the corporation in the above proceed- 
ing (Case No. 9438) as the basis for 
the issue of $236,100 principal amount 
of bonds for reimbursement purposes 
(Item (d) above). Deduction of the 
latter amount from the total of sub- 
mitted expenditures leaves $178,863.- 
18 of net additions for the 5-year peri- 
od ended December 31, 1937, in re- 
spect to which the corporation claims 
it is now entitled to reimbursement. 
That amount is about $24,000 in ex- 
cess of the par amount of capital stock 
which is now proposed to be issued. 

The amount of reimbursement per- 
mitted by the order in Case No. 9438 
above, it will be noted, directed that 
that sum be applied to the construc- 
tion of projects of an estimated gross 
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cost of $244,222.62 and involving an 
estimated net expenditure of $136, 
139.62. Assuming that the source 
funds for that construction applied to 
the period which is now under con- 
sideration, the construction of those 
facilities and the addition of the esti- 
mated net expenditure of $136,139.62 
to the balance of uncapitalized expen- 
ditures of $178,863.18 above, would 
produce about $315,000 of net addi- 
tions in support of the proposal to 
now issue $155,000 of stock. 


The company’s book balances at} 


December 31, 1937, and at May 31, 
1938, give effect to the principal ad- 
justments which were determined ap- 
plicable as of December 31, 1935, by 
the Commission’s divisions in Case 
No. 7635, with the possible exception 
of items aggregating $21,703.08. 
That amount applies to recommended 
adjustments of several of the corpora- 
tion’s property accounts. The deduc- 
tion of that amount from the book 
balance at May 31, 1938, of $3,577, 
158.77 would leave $3,555,455.69 as 
a tentative corrected balance as of that 
date. 

As was stated in my memorandum 
in Case No. 9438, adjustments to be 
made for the years 1936 and 1937, will 
not be other than nominal. Deducting 
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from the above-determined tentative 
corrected balance of telephone plant 
at May 31, 1938, the outstanding 
capital stock and bonds and the reserve 
as of the same date leaves an indicated 
excess Of cost of telephone plant over 
capital and fixed liabilities of $228,- 
972.70. The addition of the estimated 
net expenditure of $136,139.62 to be 
made as the result of the proceeding in 
Case No. 9438, as above, will increase 
the above-determined excess of prop- 
erty to about $365,100 without con- 
sidering other assets as indicated in 
the balance sheet statements above pre- 
sented. 

As a further check on the amount 
of reimbursement to which the cor- 
poration is entitled, a study has been 
made of the analysis of the reserve 
for accrued depreciation for the period 
under consideration, and of a sum- 


mary analysis of telephone plant cred- 
its and offsetting charges, as submit- 


ted in the petition. A summary of 
those schedules shows the following : 


Charges 
Credited 
to Reserve 
$ 68,352.45 
100,527.02 
194,756.93 
127,376.98 
113,388.97 


$604,402.35 


Gross 
Expenditures 
$150,487.04 
268,464.34 
297,530.42 


Depreciation 
Year Expense 
1933 $167,496.21 
1934 143,445.30 
1935 147,493.07 
1936 150,723.41 141,335.19 
1937 156,099.24 270,241.86 


$765,257.23 $1,128,058.85 





As indicated by the above tabula- 
tion of $1,128,058.85 of gross ex- 
penditures made during the 5-year 
period ended December 31, 1937, 
$765,257.23 was provided or was 
made available to the corporation out 
of depreciation accruals which were 
charged to operating expenses during 
those years, leaving a balance of $362,- 
801.62 for which other provision had 
tobe made. Gross additions reported 
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for the year 1936 includes a credit of 
$163,640.89 representing an adjust- 
ment recommended by the Commis- 
sion’s divisions in Case No. 7635 (Un- 
distributed Construction Expenditure, 
supra). Exclusion of that credit 
would increase the gross additions to 
$1,291,699.74 and would increase to 
$526,442.51 the amount of gross ex- 
penditures which were required to be 
provided from other than reserve 
sources. According to the submitted 
schedules, the net of material salvaged 
less the cost of plant removal and wir- 
ing loss during the period aggregat- 
ed $85,331.03. Deduction of that 
amount from the above-determined 
amount of $526,442.51 leaves un- 
provided-for expenditures of $441,- 
111.51, or somewhat in excess of the 
net expenditure reported for the 5- 
year period ended December 31, 1937. 

As was set forth in the petition, and 
to show the necessity for the requested 
reimbursement, the corporation ad- 
vised that the proceeds to be derived 
from the sale of the stock would be 
used by it to pay its accounts payable 
$118,953.09, and for additional work- 
ing capital $36,046.91. The several 
items entering into the first-mentioned 
amount have been heretofore shown. 

To evidence its need for additional 
working capital the corporation has 
submitted a cash forecast for the year 
1938, which shows by months the es- 
timated receipts and estimated dis- 
bursements, and which purports to 
show that the corporation at Decem- 
ber 31, 1938, will have a cash deficit 
of $50,879. 

According to the testimony, the fore- 
cast was prepared at the close of 1937, 
on the basis of receipts for that year 
plus an increase in operating revenues 
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of approximately 74 per cent. This 
latter, it was testified, is predicated 
upon an increase of 350 stations in ex- 
change revenue and a 4 per cent in- 
crease in toll revenue. According to 
the testimony these expectations have 
not been realized. Cash receipts to May 
31, 1938, have declined due to loss in 
both exchange and toll revenues, with 
the result that the estimate is over- 
stated by about 3 per cent. According 
to the witness, the cash position at 
December 31, 1938, will be worse than 
was originally estimated. 

It was testified that the conversion 
of the corporation’s central offices, 
both completed and in progress, has 
depleted the corporation’s cash and has 
necessitated the deferring of current 
obligations. The conversion of the 
Fonda, Fort Plain, and Canajoharie 
exchanges was stated to be in prog- 
ress. The requirements for those ex- 
changes, it was testified, will exceed 
by about $17,500 the amount ear- 
marked for that purpose in Case No. 
9438. In addition, it is planned to 
convert the Constableville, Lake 
Pleasant, and Eagle Bay exchanges 
from manual magneto to common bat- 
tery dial service. The estimated cost 
of those conversions, according to the 
corporation’s witness, is $53,514. 

It appears from the foregoing that 
the corporation has made capital ex- 
penditures during the period ended 
December 31, 1937, in a net amount 
sufficient to support the issue of the 
stock in the par amount which is re- 
quested, and that the necessity of the 
proposed reimbursement of its treas- 
ury in that amount has been satisfac- 
torily shown. However, to assure of 
the completion of the conversion of 
the Fonda, Fort Plain, and Canajo- 
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harie exchanges, which projects are in 
progress and which, it was testified, 
will require an expenditure of about 
$17,500 in excess of the amount au- 
thorized therefor in Case No. 9438, 
it is recommended that $17,500 of the 
proposed proceeds be required to be 
set aside for that purpose. 

The proposed payment of accounts 
payable and the earmarking of the 
above sum of $17,500 for construction 
purposes, together aggregating $136,- 
453.09, would leave a balance of pro- 
ceeds of $18,546.91. The petitioner 


has_ satisfactorily demonstrated its § 


need of that sum for cash working 
capital. 

It is therefore recommended that 
the corporation be authorized to issue 
not to exceed $155,000 par amount of 
its capital stock, to consist of not to 
exceed 1,550 shares of common stock 
of the par value of $100 each, to be 


sold at not less than par, to realize} 


proceeds of not less than $155,- 
000, and to apply the proceeds solely 
and exclusively to the following pur- 
poses : 


(1) To the payment of $118,- 
953.09 of accounts payable 
which were outstanding at 
April 30, 1938 

(2) To the conversion of the Fon- 
da, Fort Plain, and Canajo- 
harie exchanges, to be in addi- 
tion to the amount author- 
ized therefor in Case 9438 .. 

(3) For cash working capital ... 


17,500.00 
18,546.91 


A proposed order which gives effect 
to the foregoing is attached. 
Respectfully submitted, 
W. T. WILKINSON, 
Examiner 


Approved by the Commission, No- 
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vember 30, 1938. Chairman Maltbie, 
Commissioners Lunn, Brewster, and 
Burritt voting in the affirmative; 
Commissioner Van Namee voting in 
the negative, with a Memorandum 
dated November 25, 1938. 

Chairman Maltbie filed the follow- 
ing statement : 


MALTBIE, Chairman: The nub of 
Commissioner Van Namee’s conten- 
tion is that the applicant has the legal 
right to issue the securities proposed 
regardless of the purpose for which 
the proceeds are to be used. Such con- 
@ struction is definitely not in the public 
interest, and I do not accept it as a 
proper interpretation of the law. 


There has been no decision of the 
courts to this effect and until they have 
so ruled, I believe the interest of 
the public should be zealously pro- 


tected. 

Commissioner Van Namee appar- 
Bently is not willing to stand by his 
contention in all cases, for he voted to 
deny the application of the Sylvan 
Spring Water Company in Case No. 
9430. If he is right about the law, 
that company has the legal right to 
issue securities and its petition could 
not legally have been denied in toto as 
was done. 


Van NAMEE, Commissioner, dis- 
senting: I cannot vote for the memo- 
randum and order in this case allowing 
the issuance of $155,000 par amount 
of common capital stock because both 
the memorandum and order are based 
upon the principle that the Commis- 
sion has power under the circum- 
stances of this matter to determine 
the purposes for which the proceeds 
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of the sale of such stock shall be used 
by the company. 

According to the memorandum : 

“The proposed stock, according to 
the petition, has its basis in $414,- 
963.18 of net additions to fixed capital 
during the 5-year period from Janu- 
ary 1, 1933, to December 31, 1937, 
inclusive, in respect to which amount 
the petitioner advises it has not 
heretofore been reimbursed. That 
amount, it is stated in the petition, 
represents an actual increase in oper- 
ating property and is not a replace- 
ment of or substitution for retired 
property or other loss chargeable to in- 
come.” 

According to Exhibit 3, of the 
above-reported expenditures, $309,- 
043.99 represents expenditures which 
were incurred in the conversion of 
central offices and Exhibit 5 shows 
gross additions, retirements, adjust- 
ments, and net additions to telephone 
plant account made during the period 
from January 1, 1933, to December 
31, 1937, as follows: 


Gross expenditure 
Retirement 
Adjustment 

Net expenditure 


$1,128,058.85 
858,492.15 
145,396.48 
414,963.18 
The examiner in his report sets 
forth the purposes for which the pro- 
ceeds of $155,000 of stock proposed 
to be issued are to be used. These 
gross additions, etc., were financed 
partly from the cash account of the 
company and partly from borrowed 
money and partly using the credit of 
the company, which items are now rep- 
resented on the liability side of the bal- 
ance sheet in bills payable, and the 
proposed order sets forth the items 
to which this sum is to be applied as 
follows : 
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(a) To the payment of accounts 
payable which were outstand- 
ing at April 30, 1938 

(b) To be applied to the conver- 
sion of the Fonda, Fort Plain, 
and Canajoharie exchanges, 
to be in addition to the 


$118,953.09 


amount authorized therefor in 
Case 9438 

(c) To be used solely and exclu- 
a for cash working capi- 
ta 


17,500.00 


18,546.91 
Total proceeds to be realized .. $155,000.00 


My contention is that the section of 
the statute allowing the issuance of 
stock for capital expenditures does not 
permit the Commission, in allowing 
the issuance of such stock, to order or 
direct the company where the proceeds 
of such stock shall be applied, and es- 
pecially it has not the power to order 
the proceeds of such stock to be used 
for further capital expenditures where, 
as in this case, the original expendi- 
tures were made from the current as- 
sets or cash account of the company or 
from money borrowed for such pur- 
poses. 

In essence I believe that under these 
circumstances a company is entitled to 
reimburse its cash account and place 
itself back in the same position as it 
was before such cash accounts were 
depleted for such capital expenditures. 

The examiner definitely finds: 

“It appears from the foregoing that 
the corporation has made capital ex- 
penditures during the period ended 
December 31, 1937, in a net amount 
sufficient to support the issue of the 
stock in the par amount which is re- 
quested, and that the necessity of the 
proposed reimbursement of its treas- 
ury in that amount has been satisfac- 
torily shown.” 

The principle involved in this pro- 
ceeding has been before the Commis- 
sion in other cases; particularly I refer 
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to Case No. 7701, Petition of Orange 
County Telephone Company under 
§ 101 Public Service Law. 

In this case the Orange County 
Telephone Company petitioned re- 
questing the Commission’s authority 
to issue $75,000 par amount of 6 per 
cent cumulative preferred stock and 
$109,500 principal amount of 5 per 
cent gold mortgage bonds to yield an 
aggregate proceeds of $175,740 and 
to apply the proceeds towards the re- 
imbursements of its treasury for mon- 
ey expended from income for capital 
expenditures from January 1, 1928, 
to December 1, 1931, in a stated 
amount of $178,097.94. Later, by 
supplemental petition the reimburse- 
ment period was extended to De- 
cember 1, 1932, and the reimburse- 
ment claimed was reduced to $166,- 
610.42. 

While Mr. Wilkinson’s report of 
January 9, 1935, was still before the 
Commission, the company on May 2, 
1935, requested that it be granted au- 
thority immediately to issue $65,000 
principal amount of bonds to realize 
proceeds of not less than $61,750, the 
letter advising that the increased 
volume of business had taxed the 
facilities of the Middletown office to 
such an extent that larger facilities 
were required and that it was pro- 
posed, after the sale of these bonds, 
to devote approximately $40,000 to 
building a 2-story extension to a pres- 
ent building to provide quarters for 
executive, accounting, and commercial 
forces. In addition to this construc- 
tion, the company proposed to pur- 
chase a half interest in approximately 
1,700 poles of the Rockland Light and 
Power Company on which the peti- 
tioner now has its equipment. The 
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cost of this half interest was estimated 
at approximately $25,000. 

The Commission passed an order 
at its session of May 21, 1935, allow- 
ing the issue of $65,000 principal 
amount of mortgage bonds, the pro- 
ceeds to be used for the purposes 
above enumerated. Because of the 
request of the company and the neces- 
sity for immediate use of this money, 
I voted for this order. The issuance 
of the balance requested by the original 
petition was rejected by the Commis- 
sion on the same day, the Chairman 
stating : 

“T am not satisfied with the state- 
ment exactly as Mr. Wilkinson has 
phrased it or the order which would 
dismiss the proceeding, and my view- 
point is that the company should be ad- 
vised that the purpose for which it 
intends to use the cash should be stated 
to the Commission and not left with- 
out any statement, and that pending 
such advice the case be held in abey- 
ance, and, further, I file a memoran- 
dum.” 

I filed a memorandum in which 
Commissioners Lunn and Brewster 
concurred. Commissioner Burritt vot- 
ed in the negative, stating: “On the 
facts presented, I believe the petitioner 
is entitled to issue the securities.” 

In my memorandum I took the po- 
‘ition that the company having ex- 
pended the moneys for capital pur- 
poses from its treasury or cash ac- 
count, was entitled to be reimbursed 
and the treasury placed in the cash 
position it was in before these expendi- 
tures were made without any order 
from the Commission directing how 
the proceeds of such issuance of stock 
or bonds was to be used. 

As my memorandum was not print- 
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ed in the official reports of the Com- 
mission for the year 1935, I quote 
certain parts of it which I consider to 
be germane under the present circum- 
stances : 

“The petition for the issuance of the 
$65,000 of bonds should be granted 
and further under the facts as certified 
to us by the hearing examiner, the 
company is entitled to the remainder 
of approximately $101,000 of the 
$166,540 of bonds and stock asked 
for in the original petition of Decem- 
ber 30, 1932, without the necessity of 
presenting plans for the expending of 
the proceeds of the sale of such securi- 
ties in the betterment of its business or 
the refunding of its obligations. 

“If it be held that the proper con- 
struction of § 101 of the Public Serv- 
ice Law is that ‘the reimbursement of 
moneys actually expended from the 
income’ from any source is not a suf- 
ficient and necessary reason in itself 
for the issuance of stock and bonds 
where it has been found that the 
amount of the proposed issue has been 
a proper capital expenditure and is not 
properly chargeable to operating ex- 
penses or income but to fixed capital, 
and that the amount so expended was 
expended from its treasury, the com- 
pany would never be able to reimburse 
its treasury for such outlay. 

“The company is under no obliga- 
tion to spend its own cash or surplus 
for the construction, completion, or 
extension of its facilities. 

“Tf in this case this company had 
borrowed the money to do so, it would 
be entitled, after proper examination 
had been made, to issue securities to 
pay such obligation. That would be 
a lawful refunding as stated in the 
statute. But since this company did 
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instead spend its own money and such 
expenditure was for proper purposes 
as defined by § 101 of the Public Serv- 
ice Law as is here the fact, I believe 
it is entitled to issue the securities re- 
quested and reimburse its treasury 
without the necessity of showing that 
the proceeds of the sale of such securi- 
ties would be expended for further im- 
provements, extensions, or better- 
ments, or, indeed, without giving any 
reason for the necessity of such reim- 
bursement other than the fact that 
the money was used in making proper 
extensions, improvements, and better- 
ments and that the company desires to 
place back in its treasury the money 
which it had expended therefrom for 
such proper purposes. 

“The supplemental petition of May 


3, 1935, should be granted and thef 


company notified to amend its original 
petition to provide for the isssuance of 
stock and/or bonds, the proceeds of 
the sale of which will yield ap- 
proximately $101,610.42 with which 
to reimburse its treasury for mon- 


ey expended for proper capital pur-j 


poses.” 

I therefore vote against the memo- 
randum and the order in this case be- 
cause such order sets forth the pur- 
poses for which the proceeds of such 
sale of stock and bonds must be used, 
but I will vote for an order allowing 
the issuance of the requested amount 
of stocks and bonds for the purpose of 
reimbursing the treasury of the com- 
pany for expenditures for proper cap- 
ital purposes. 
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Division of Public Utilities 


The Narragansett Bleewde Company 


[Docket No. 385, Order No. 3754.] 


Return, § 11 — Rate base — Prudent investment. 
1. A fair return should be based upon the actual amount of money prudently 


invested, p. 108. 


Valuation, § 39 — Reproduction cost basis. 


2. The reproduction cost theory is based upon opinions of experts whose 
conclusions many times are so far apart that they become absurd, it is sub- 
ject to fluctuation of price levels, and it is based upon hypotheses and 
phenomena which make this theory indefinite and inadequate in finding the 


true rate base, p. 109. 
Valuation, § 332 — Going value. 


3. No amount should be specifically included for going value where the 
actual amount of money prudently invested is used as the rate base, Pp. 


109. 
27 P.U.R.(N.S.) 
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Valuation, § 143 — Organization expense. 
4. No amount should be specifically included for organization expense 
where the actual amount of money prudently invested is used as the basis 
of return, p. 109. 

Valuation, § 270 — Land — Present value. 
5. Land should be taken at actual present-day value and not at cost when 
using original cost as a basis for rates, p. 110. 

Rates, § 124 — Postponement of reduction — Storm losses. 
6. Postponement of a rate reduction because of expenses brought about 


by a hurricane should not be indefinite but should be a reasonable one as 
fixed by the Commission, p. 110. 


[January 7, 1939.] 


NVESTIGATION of electric rates by Commission; rate reduction 
ordered. 


¥ 


By the Division: This case came gineer. The report shows that a sur- 


on to be heard before the Division of 
Public Utilities upon its own motion 
to investigate rates, charges, and prop- 
erty valuation of The Narragansett 
Electric Company. This action was 


taken in pursuance of an investigation 
which was authorized by legislative 
enactment under Chap. 2471 of the 


Public Laws of 1936. An appraisal 
and inventory of all electrical proper- 
ties of said company was made by 
Frederick A. Young, a consultant en- 
gineer who was retained by this Divi- 
sion and who has filed a report with 
the Division. 

The hearing was held on December 
30, 1938, in the office of the Division, 
Room 102, State Office building, Prov- 
idence, Rhode Island, at which time 
the Division introduced the report con- 
taining the inventory and appraisal of 
all electrical properties. The Narra- 
gansett Electric Company, which here- 
inafter will be referred to as the Elec- 
tric Company, offered no objections 
to said report with the exception as to 
certain items contained in the recom- 
mendations made by the consultant en- 
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vey of physical properties, invest- 
ments, and other assets was made and 
also an investigation as to the assets 
and liabilities, capitalization, net in- 
vestment and reduction thereof, gross 
receipts, interest due and paid, depre- 
ciation and other reserves, cost of plant 
and other facilities, cost of renewals 
and replacement of plant works and 
other facilities, depreciation, genera- 
tion, transmission, distribution, deliv- 
ery, use, and sale of electric energy of 
and by said company. (For more 
complete data see Report of F. A. Y.) 

The consultant engineer determined 
the rate base from a consideration of 
various methods of determining value. 
In his report and in his testimony Mr. 
Young has indicated that in arriving 
at a rate base he followed no special 
formula, but considered the original 
cost installed, the reproduction cost 
installed, the depreciated cost installed, 
and all relevant factors. Mr. Young 
said that while he did not follow any 
theory of prudent investment in ar- 
riving at the rate base, nevertheless, in 
his opinion, the various items, both al- 
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lowed and disallowed by him, so far 
as any element of cost was concerned, 
were “wisely and prudently invested” 
in this case. 

[1] As far as this Division knows, 
no specific method of determining a 
rate base has ever been adopted in this 
state. This Division shall now ap- 
prove the historical cost or prudent in- 
vestment theory as a method of deter- 
mining value. <A utility should not 
liken itself to an ordinary business 
enterprise, because it enjoys certain 
rights and privileges granted to it by 
the state and municipalities. From 
these grants ensues the obligation to 
perform a public service. Its profits 
are limited to a fair rate of return. It 
is subject to regulation. From its very 
inception a utility is aware of all of 
these facts. In a sense, therefore, it 
becomes a public servant. In other 
words, a utility expects that it will be 
guaranteed for the use of its property 
to public service a fair rate of return. 
It should not, therefore, look for a 
fair rate of return upon the exchange 
value of the property, but ought to ex- 
pect just compensation for having em- 
ployed its property for public use. 
The question then arises, upon what 
should the compensation be based? 

It is our opinion that a fair rate of 
return should be based upon the actual 
amount of money prudently invested. 
After all, it is not the property but the 
capital investment which has crept its 
way into the enterprise. . 

We have approached the questions 
involved not only with a view of being 
fair to the customers of the utility, but 
also with a view of establishing a fair 
value for the property devoted to pub- 
lic service. We have had in mind, as 
pointed out by Mr. Justice McRey- 
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nolds, in the case of Missouri ex rel. 
Southwestern Bell Teleph. Co. v. Pub- 
lic Service Commission, 262 U. S. 276, 
288, 67 L. ed. 981, P.U.R.1923C, 193, 
200, 43 S. Ct. 544, 31 A.L.R. 807, 
that “It must never be forgotten that 
while the state may regulate with a 
view to enforcing reasonable rates and 
charges, it is not the owner of the 
property of public utility companies 
and is not clothed with the general 


power of management incident to G 


ownership. The Commission 
is not the financial manager of the cor- 
poration and it is not empowered to 
substitute its judgment for that of the 
directors of the corporation.” 

We have had in mind also the dis- 
senting opinion in the same case of Mr. 
Justice Brandeis, who urges a rate 
base founded upon prudent investment 
and suggests that the term should 
not exclude “investments which, un- 
der ordinary circumstances, would be 
deemed reasonable. The term is ap- 
plied,” as set out in the note on p. 289, 
“for the purpose of excluding what 
might be found to be dishonest or ob- 
viously wasteful or imprudent expen- 
ditures. Every investment may be as- 
sumed to have been made in the exer- 
cise of reasonable judgment, unless 
the contrary is shown.” 

In considering the prudent invest- 
ment method, it is our opinion it is 
fair to all parties concerned. Histori- 
cal cost is the total number of dollars 
prudently invested for all the property 
which is employed for public service. 
Original cost and historical cost gen- 
erally coincide in amounts paid in the 
development of a utility. Historical 
cost or prudent investment for any 
specific, individual plant item should 
remain firm. We do not intend to con- 
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vey the opinion that in cases of retire- 
ment no deductions should be made 
from the original cost. In that in- 
stance the cost of the part retired 
should be deducted from the plant ac- 
count or rate base, and the cost of any 
replacement item should be added. In 
the case of addition to plant the cost of 
the new item should be added to the 
plant account and to the rate base. 
[2] The reproduction cost theory 
is based upon opinions of experts 
whose conclusions many times are so 
far apart that they become absurd. 
It is subject to fluctuation of price 
levels ; it is based upon hypotheses and 
phenomena, which make this theory 
indefinite and inadequate in finding 
the true rate base. A rate base should 


not be dependent upon speculation or 
the whims of skilled witnesses, but 
should be based upon facts which dis- 


close the number of dollars actually in- 
vested in the property which is devoted 
to public use. Under this method 
there can be no opportunity for dis- 
honesty or swelling the values of prop- 
erties to absurdity, nor will the rate 
base be determined upon mere opinions 
and judgments of human beings. 

Prudent investment is a fixed, de- 
termined, and nonfluctuating rate base. 
It can be easily kept up-to-date through 
accounting procedure, and should any 
injustices arise through changes in 
price levels, adjustments can be made 
in the rate of return. It seems better 
to do this than to determine a rate base 
upon pet theories and vagaries, or 
fanciful ideas. 

Having approved the historical or 
prudent investment theory, we proceed 
to determine the rate base. 

At the hearing the Electric Compa- 
ny made no objections to the report, as 
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was amended by the Chief of this Divi- 
sion concerning rates, but did produce 
evidence and took issue with the con- 
sultant engineer’s recommendations. 
The company contended at the hearing, 
through its vice president, that the fig- 
ure of $2,054,000 for working capital 
requirements was too low and intro- 
duced exhibits showing that for a pe- 
riod of twenty-three months the work- 
ing capital averaged over $3,000,000. 
This is substantiated by Mr. Young 
in his report. After consideration of 
this evidence, we are of the opinion 
that $2,350,000 is a just allowance for 
working capital. 

The company also contended that 
the recommended amount of $2,000,- 
000 to be written off on account of in- 
sufficient retirements of electric prop- 
erties, overheads, etc., should be re- 
duced to $1,000,000. It is the opinion 
of this Division that the latter amount 
is insufficient, but some consideration 
should be given to the Electric Com- 
pany in this item. We, therefore, re- 
duce the figure to $1,600,000. 

[3, 4] The Electric Company re- 
quested us to accept a figure of $68,- 
306,697.72 as its electric rate base. 
We believe that this amount is exces- 
sive. It also contended that $51,053,- 
838, the rate base mentioned in the 
Young report, gave no credit to that 
portion of the 20-year write-off, not 
yet applied, and if this is taken into 
account along with its request for in- 
creased working capital the rate base 
would be $59,500,000. In the appli- 
cation of the prudent investment the- 
ory as a basis for rates it has not been 
necessary for us to consider this point. 
We have not included any amount spe- 
cifically for going value or organiza- 
tion expense. 
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[5] The consultant engineer in his 
report sets a figure of $53,928,392 as 
the original cost installed of the elec- 
tric property on December 31, 1937, 
and testified that in his opinion this 
sum was prudently invested. The 
Division agrees with the general prac- 
tice when using original cost as a basis 
for rates that the value of the land 
should be taken as actual present-day 
value and not at cost. Applying this 
correction on the basis of figures from 
the Young report brings it to a figure 
of $54,528,392 as the prudent invest- 
ment in the electric plant. It will be 
noted that this figure is substantially 
the same as the depreciated value of 
$54,193,453, found by applying actual 
depreciation of $8,116,412, to the re- 
production cost of $62,309,865, as de- 
termined by the report. It will be fur- 
ther noted that the average of the 
original, reproduction, and depreciated 
values given in the grand summary on 
page 11 of the report is approximately 
$54,600,000. 

The foregoing indicates that the ap- 
plication of the historical cost or pru- 
dent investment theory is justified. 
Including an amount of $2,350,000 
for working capital and $1,078,000 
for special investment in the Rhode 
Island Power Transmission Company, 
we set a figure of $57,956,000 as the 
Electric Company’s rate base as of 
December 31, 1937. 

[6] The company also requested 
this Division to take into account the 
expenses brought about by the hurri- 
cane of September 21, 1938, instead 
of being subject to a rate reduction 
as recommended for October 1, 1938, 
and asked that it should be subject to 
no reduction of its rates for an indef- 
inite time. We recognize the tem- 


porary embarrassment of the com- 
pany, but it is our opinion that a post- 
ponement should not be indefinite, but 
should be a reasonable one. The re- 
duction ought to take effect on October 
1, 1939, 

This is reasonable and just to The 
Narragansett Electric Company and 
to the public. 

The matter of Mr. Young’s recom- 
mendation that the earnings “above a 
basic rate of return go in part in the 
way of reducing rates and in part asa 
reward to those active and effective in 
the efficient and economic operation of 
the company, and in part to manage- 
ment’”’ raises intricate questions of law 
and expediency which necessitates fur- 
ther advice and consideration, and this 
Division has requested counsel to file 
briefs upon these questions. 

In arriving at this decision our pri- 
mary consideration has been to first, 
adopt the historical cost or prudent in- 
vestment theory for future regulation 
of utility properties in this state; (in 
our opinion this method enables the 
company and the investor to receive a 
fair rate of return, and the consuming 
public, a reasonable and fair rate for 
the service rendered) and second, to 
establish a fixed rate base. 

Under the schedule in the report the 
reductions are to become effective over 
a period of two years, divided into the 
first, second, and third steps. At this 
time we have authority to order reduc- 
tions contained in the first step, which 
results in distributing to the consumers 
in the way of a rate reduction $500,- 
000. 

Now, therefore, it is ordered: 

1. That the electric rate base of said 
Narragansett Electric Company is 
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fixed at $57,956,000 as of December 
31, 1937; 

2. That The Narragansett Electric 
Company set up on its books an ac- 
count to be known as “Electric Plant 
Adjustments” ; that there be forthwith 
charged to said account the aggregate 
of the following items: 
$4,155,000 


1,571,000 
431,000 


1,247,000 


(a) Going concern value 

(b) Organization expense 

(c) Miscellaneous unadjusted debits 

(d) D.C. changeover costs, custom- 
ers’ premises equipment .... 

(e) Insufficient retirements of elec- 
tric property overheads on 


1927 items of equipment .... 1,600,000 


Aggregate $9,004,000 


and that of the amount charged to 
said account $2,828,000 be forthwith 
charged off against capital surplus and 
the balance be charged off over a peri- 
od of twenty years in equal annual in- 
stalments of $287,250 a year to Depre- 
ciation Reserve, and of $21,550 a year 
to Operating Expenses, in each case 
commencing with the year 1939; 


3. That on the effective date here- 
inafter specified the rate schedules for 
electric service by The Narragansett 
Electric Company now in effect be and 
hereby are modified as follows: 


(a) The rates in the schedule en- 
titled “Domestic Electric Services 
Rate A” shall be as follows: 


50¢ for the first 6 kilowatt hours of electricity 
delivered each month plus 

6¢ per kilowatt hour for the next 26 kilowatt 
hours of electricity delivered each month 


plus 
5¢ per kilowatt hour for the next 30 kilowatt 
hours of electricity delivered each month 


plus 

4¢ per kilowatt hour for the next 30 kilowatt 
hours of electricity delivered each month 
plus 

3¢ per kilowatt hour for the next 108 kilowatt 
hours of electricity delivered each month 


plus 

24¢ per kilowatt hour for all electricity de- 
livered each month in excess of 200 kilo- 
watt hours. 
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(b) The rates in the schedule en- 
titled “General Service Rate C’’ shall 
be as follows: 

The investment charge shall remain 
at 50 cents per month as at present. 
The electricity charge shall be as fol- 
lows: 
6¢ per kilowatt hour for the first 250 kilowatt 

hours of electricity delivered each month 
53¢ a hour for the next 750 kilowatt 
hours of electricity delivered each month 
5¢ : hour for the next 1,000 kilo- 
watt hours of electricity delivered each 
month plus 
4¢ per kilowatt hour for all electricity de- 
livered each month in excess of 2,000 
kilowatt hours, and 

(c) The rates in the schedule en- 
titled “Five-year Power Rate G—2” 
shall be available for all purposes to 
customers who have signed a contract 
for five years with a minimum demand 
of 60 kilowatts provided that all elec- 
tricity is supplied through one service 
and meter, unless more than one serv- 
ice or meter is installed for the com- 
pany’s convenience; the charge under 
said schedule for all electricity deliv- 
ered each month in excess of the num- 
ber of kilowatt hours determined by 
multiplying the demand by 334 will be 
6 mills per kilowatt hour, and the rate 
of 7 mills per kilowatt hour for all 
electricity in excess of a number of 
kilowatt hours determined by multi- 
plying the demand by 167, as now pro- 
vided in said schedule, is canceled; 
and it is further 

Ordered: That because of the 
extraordinary expense and loss of rev- 
enue suffered by said company by rea- 
son of the hurricane and flood of Sep- 
tember 21, 1938, the foregoing modifi- 
cation of rate schedules shall not be- 
come effective until October 1, 1939. 
27 P.U.R.(N.S.) 
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UNITED STATES CIRCUIT COURT OF APPEALS, EIGHTH CIRCUIT 


Western Public Service Company 


Vv 


City of id whines et al. 


[No. 11212.] 
(99 F. (2d) 844.) 


Monopoly and competition, § 23 — Restriction on municipal plant — Lease to 
private operator — Franchises. 


1. A lease of a city’s electric distribution system and the grant of a fran- 
chise for the operation thereof during the term of the lease did not confer 
upon the lessee an exclusive right to operate in said city so as to preclude 
the city from establishing and operating a similar system in competition 
therewith, in the absence of specific covenants to that effect, p. 114. 

Pleading, § 2 — Injunction — Municipal plants — Competition. 
2. An allegation that the construction of a competing municipal system “will 
deprive plaintiff of all the value of the property leased” is not a sufficient 
allegation that the city is not exercising its right to install a competing plant 
in a lawful or proper manner, in suit by lessee of city’s plant to enjoin a 
city from constructing and operating an electric distribution system in com- 
petition with an electric company, p. 114. 

Injunction, § 21 — Municipal plant competition — Lease to private utility. 
3. An electric company which had leased an electric distribution system 
from a city could not enjoin the city from operating a municipal electric 
plant in competition therewith on ground of possible injury to or destruc- 
tion of its business by competition; competition is one of the risks of the 
business, p. 114. 


[November 23, 1938. Rehearing denied December 9, 1938.] 


Speen from judgment dismissing complaint in suit by elec- 
tric utility to enjoin city from operating a competing plant; 
affirmed. 


¥ 


APPEARANCES: Daniel Stubbs, of GARDNER, C. J.: Appellant, a pub- 
Lincoln, Neb. (Clarence A. Davis and lic utility corporation, engaged in the 
James N. Ackerman, both of Lincoln, generation, transmission, and sale of 
Neb., on the brief), for appellant; C. electric energy, brought this suit in 
A. Sorensen, of Lincoln, Neb. (H. L. equity against appellees, the city of 
Kyle, of Lincoln, Neb., on the brief), Minatare, a municipal corporation of 
for appellees. Nebraska, the members of its city 

Before Stone, Gardner, and _ council, and its clerk, seeking to enjoin 
Thomas, Circuit Judges. appellees from constructing, main- 
27 P.U.R.(N.S.) 112 
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WESTERN PUBLIC SERVICE CO. v. CITY OF MINATARE 


taining, or operating within the city 
of Minatare an electric light and pow- 
er generating, transmission, or dis- 
tribution system, and from interfer- 
ing with the quiet enjoyment of the 
property theretofore leased by the ap- 
pellant from the city of Minatare, and 
from attaching to the lines of the city 
any of the customers of plaintiff with- 
in the city, or from doing any other 
act to interfere with the undisturbed 
possession of said leased property by 
the appellant. It will be convenient to 
refer to the parties as they appeared 
below. 

Plaintiff, in its amended bill of com- 
plaint, alleged that its predecessor in 
interest had leased from the city its 
electric distribution system, and that 
its lease will not expire until approxi- 
mately seven years from the date of 
commencing suit; that this lease was 
effected through the enactment of an 
ordinance, by the terms of which the 
city not only leased its distribution sys- 
tem to plaintiff's assignor and pred- 
ecessor in interest, but granted a 
franchise for the operation of the 
leased system during the term of the 
lease ; that in consideration of the lease 
and pursuant to its terms, it and its 
predecessor built a transmission line 
from Scottsbluff, Nebraska, to Mina- 
tare, at a substantial expense, and re- 
duced the rates for furnishing electric- 
ity to the city; that it was operating 
the said distribution system in Mina- 
tare at a profit; that in January, 1937, 
the defendant city and its officers ini- 
tiated proceedings which culminated in 
the election which authorized the city 
to construct, purchase, or otherwise ac- 
quire an electric light and power dis- 
tribution system ; that plans and speci- 
fications for such system were filed 
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with the city clerk and notice given 
that bids would be received on Decem- 
ber 7, 1937, for the construction called 
for by these plans ; that the defendants 
threaten to construct a municipal elec- 
tric distribution system ; that they have 
solicited customers of the plaintiff to 
purchase such electric current as they 
may need during the period of five 
years, from the proposed municipal 
electric light and power system; that 
plaintiff has in said city 252 custom- 
ers, and that the defendants have se- 
cured 186 of these customers to sign 
an agreement to abandon the service 
of plaintiff and to accept the service of 
the municipal plant; that the defend- 
ants, unless restrained, will immediate- 
ly construct a distribution system and 
will “cut and detach the said described 
customers from the lines of the plain- 
tiff and destroy that part of the dis- 
tribution system leased by the said city 
to plaintiff in violation of the cove- 
nants and promises in said lease, and 
that as a result of said unlawful acts 
and conduct the value of the property 
so leased by the city of Minatare to the 
plaintiff will be so greatly impaired as 
to be rendered useless and valueless to 
the plaintiff”; that telephone lines as 
well as the leased distribution system 
now occupy the streets and alleys of 
the city, and defendants intend to build 
a duplicate distribution system in and 
along the same streets and alleys as 
those now occupied by said leased dis- 
tribution system, and they intend to 
construct lines by overbuilding and 
underbuilding and crossing and re- 
crossing said leased distribution sys- 
tem, and that such construction will 
result in increasing the cost of main- 
tenance and operation of the system 
leased to plaintiff; that there will be 


27 P.U.R.(N.S.) 





UNITED STATES CIRCUIT COURT OF APPEALS 


a constant hazard of contacts between 
the wires of the two systems, and from 
time to time contact of wires will oc- 
cur, resulting in the danger of fires, 
injuries to customers, increased ex- 
pense in patrolling and inspecting the 
system of the company, and necessitat- 
ing additional expense whenever the 
lines of the company are repaired or 
rebuilt; that under its lease it is en- 
titled to quiet enjoyment and undis- 
turbed possession of the leased prop- 
erty during the term of the lease, and 
that the construction of the competing 
system will deprive plaintiff “of all of 
the value of the property leased and 
will increase the expense and hazards 
of its operation’; that substantially 
all of the houses and places of busi- 
ness in the city are now receiving elec- 
tric service, and that there are no other 
customers available, and that any cus- 


tomers in the city which the municipal 
system may acquire, will be acquired 
by detaching them from the lines of 
plaintiff. It was also alleged that the 
construction of the competing system 
by the city would be in direct violation 


of the terms of its lease. The lease 
relied upon was attached to the bill of 
complaint, and by reference made a 
part of it. 

The defendants moved to dismiss 
the bill of complaint for want of 
equity. This motion was sustained by 
the court and the bill was thereupon 
dismissed, and from the judgment of 
dismissal this appeal is prosecuted. 

Counsel, in their brief, say that the 
question presented is whether or not 
one may enjoin a threatened breach 
of a covenant of quiet enjoyment and 
undisturbed possession in a lease of 
the character here involved. The low- 
er court was of the view that the 
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plaintiff had an adequate remedy at 
law, and hence, was not entitled to 
maintain this suit in equity. 

[1-3] The ordinance embodying 
the lease contains no specific cove- 
nants, so that the covenants relied up- 
on are those which may be implied. 
Neither the lease nor the franchise 
conferred upon plaintiff an exclusive 
right or license to maintain and op- 
erate the electric light and power sys- 
tem in Minatare. As said by the su- 
preme court of Nebraska in Bell v. 
David City (1913) 94 Neb. 157, 158, 
142 N. W. 523: “It is also true that 
the plaintiffs do not have any exclusive 
right to operate an electric light plant 
in David City, and the city therefore 
has a right to proceed to build another 
plant, but must of course follow the 
law in so doing.” 

It is urged that the lease of the ex- 
isting distribution system to the plain- 
tiff was unenforceable. But if unau- 
thorized in the first instance, the city 
would probably now be estopped to 
urge such invalidity because the plain- 
tiff, in reliance upon the provisions of 
the lease, has made very substantial 
expenditures of money. Omaha & C. 
B. Street R. Co. v. Omaha (1911) 90 
Neb. 6, 132 N. W. 731; State ex rel. 
Cox v. Mcllravy (1921) 105 Neb. 
651, 181 N. W. 554. We therefore 
have a situation in which the plaintiff 
is maintaining an electric distribution 
system, but the city has a right to con- 
struct and maintain its own lighting 
system in competition therewith. In 
doing so, however, due regard must be 
given to the rights of plaintiff. The 
municipal system should be so con- 
structed as not unnecessarily to inter- 
fere with the property rights of plain- 
tiff. Bell v. David City, supra. It is 
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not alleged in the bill of complaint that 
the plans and specifications for the new 
system are so drawn that the construc- 
tion of the system will unnecessarily 
interfere with the present lighting sys- 
tem. True, it is alleged that the con- 
struction of the proposed system will 
seriously interfere with the present 
system, but so long as the city is doing 
an act which it has a right to do, plain- 
tiff cannot complain unless it is ex- 
ercising that right in some improper 
or unlawful manner, resulting in dam- 
age to it. It might be implied from 
the allegations of the bill of complaint 
that the construction of any duplicate 
system in the city would be destruc- 
tive of plaintiff’s property, but so long 
as that right exists and plaintiff took 
its lease knowing of such right, the 
hazard would seem to be one attaching 
to the enterprise. Joplin v. South- 
west Missouri Light Co. (1903) 191 
U.S, 150; 48 L. ed. 127, 24S. Ct. 
43. It is alleged that the construction 
of the competing system “will deprive 
plaintiff of all the value of the prop- 
erty leased.”” This is far from an al- 
legation that the city is not exercising 
its right to install a competing plant 
in a proper or lawful manner. Com- 
petition is one of the risks pertaining 


to every business that is not protected 
by a monopoly. As said by the su- 
preme court in Alabama Power Co. 
v. Ickes (1938) 302 U. S. 464, 82 L. 
ed. 374, 21 P.U.R.(N.S.) 289, 294, 
58 S. Ct. 300: 

“The claim that petitioner will be 
injured, perhaps ruined, by the com- 
petition of the municipalities brought 
about by the use of the moneys, there- 
fore, presents a clear case of damnum 
absque injuria. Stated in other 
words, these municipalities have the 
right under state law to engage in the 
business in competition with petitioner, 
since it has been given no exclusive 
franchise. If its business be curtailed 
or destroyed by the operations of the 
municipalities, it will be by lawful 
competition from which no _ legal 
wrong results. 

“What petitioner anticipates, we 
emphasize, is damage to something it 
does not possess—namely, a right to 
be immune from lawful municipal 
competition. No other claim of right 
is involved.” 

We are of the view that plaintiff's 
amended bill of complaint did not state 
facts sufficient to entitle plaintiff to in- 
junctional relief, and the judgment 
appealed from is therefore affirmed. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Community Telephone Company 


[2-SB-110.] 


Security issues, § 49 — Financial status as a factor — Intercorporate relations. 


The Commission is not authorized to approve the issuance of promissory 
notes by a telephone company to an affiliate to secure a loan without, as a 
condition precedent thereto, finding the “financial condition, plan of opera- 
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tion, and proposed undertakings of the corporation are such as to afford 
reasonable protection to purchasers of the securities to be issued, as pro- 
vided by statute,” since the statute does not distinguish between “public 
issues” and “nonpublic” issues. 


[December 30, 1938.] 


or for authority to issue promissory notes to a 
holding company to secure funds for improvement of tele- 
phone company’s property; denied. 


By the Commission: On October 
10, 1938, the Community Telephone 
Company of Wisconsin filed an appli- 
cation for authority to issue $50,000 
principal amount of its 7 per cent notes 
for the purpose of securing funds with 
which to pay for net additions and ex- 
tensions to its property and plant. 


APPEARANCES: R. M. Rieser, At- 
torney, Madison, E. E. Ringrose, Au- 
ditor and Assistant Secretary, and J. 
B. Haley, Assistant to the President, 
for the applicant; A. R. Colbert and 
Ralph S. Butler, of the Commission 
staff. 

The proposal of the applicant is 
to borrow from The Inland Tele- 
phone Company, its holding company, 
amounts not exceeding $50,000 on un- 
secured promissory notes, to become 
due and payable on or before two 
years from date, with interest at the 
rate of 7 per cent per annum. 

The funds are stated to be needed 
largely because of metallicizing lines 
made necessary by the construction 
and operation of the Trempealeau 
Electric Codperative. Exhibit 1, in- 
troduced at the hearing by the com- 
pany, consists of a summary of re- 
quired capital expenditures for metal- 
licizing lines at Jackson and Trem- 
pealeau counties and shows a total 
requirement of $51,143.86 comprised 
of the gross cost of construction plus 
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cost of removal of old lines, less the 
salvage realizable therefrom. Required 
expenditures are shown for Black Riv- 
er Falls, Arcadia, Centerville, Ettrick, 
Galesville, and Whitehall. 

A condensed balance sheet and an 
income statement prepared from data 
in the application follow: 


BALANCE SHEET 
July 31, 1938 
Assets: 


Telephone plant ............. $ 980,395.22 


Cerreet  QSSCb iki sk vinween ees 72,324.29 
Payments and deferred charges 23,014.80 
EOC, GSGOES Sol Viics sales ee’ $1,075,734.31 
Liabilities: 
Common capital stock ....... $ 410,700.00 
First mortgage 6% bonds ..... 525,000.00 
Current and accrued liabilities 32,659.14 
Depreciation reserve ......... 86,155.71 
Other deferred credits and re- 
MOUMER Oo oisia vist oS ves Oe ios 995.59 
SUGPIS ais cslesvireicns nceceins 20,223.87 
"Potal Wabilities 6500085 $1,075,734.31 
INCOME STATEMENT 
Year Ended July 31, 1938 
Gross operating revenues ...... $188,613.21 
Maintenance expense .......... 28,882.96 
Depreciation expense .......... 45,586.58 
ESIC CROONER 66 oan since shoes 38,964.30 
Commercial expenses .......... 14,229.95 
General office salaries and ex- 

HIRES Kiko sanihece Ke Sree i cee eos 17,306.03 
Other operating expenses ...... 4,064.35 
REMGS: Ob i iia ule Rootes ne RER 8,751.74 

Total operating expenses . 157,785.91 
Net operating income ......... 30,827.30 
Siar TRCOMNE 8 Gai ve be eco eee 245.46 

Gross income ............. 31,072.76 
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Interest on funded debt 

Other interest 

Amortization of debt discount 
and expense 


$ 31,500.00 
387.91 


1,472.40 
. 33,360.31 
$ (2,287.55) 


Total interest deductions . 


Net income (loss) 


( ) Denotes red figure. 


An examination of the above bal- 
ance sheet shows that the company al- 
ready has an excessive amount of 
bonds, particularly when considera- 
tion is given to the type of telephone 
property operated by the company, 
which consists substantially of small 
urban and rural exchange business. 
The bonds of $525,000 principal 
amount are equal to 54 per cent of the 
undepreciated property and to approx- 
imately 59 per cent of the depreciated 
book value. This latter percentage, 
however, is after deducting the depre- 
ciation reserve shown by the books, 
which amounts to less than 10 per cent 
of the property and appears to be 
seriously inadequate. If adequate de- 
preciation were recorded, it is probable 
that the present amount of bonds 
would amount to at least 70 per cent 
of the depreciated book value of the 
property. 

The income statement of the com- 
pany for the twelve months ended 
July 31, 1938, reflects a loss, after 
interest on existing obligations, of $2,- 
287. However, according to the testi- 
mony given at the hearing, the recent 
rate increase granted by the Commis- 
sion, the effect of which is not included 
in the figures for the twelve months 
ended July 31, 1938, will increase net 
income about $6,500 a year. Giving 
effect to such increase in net would 
eliminate the loss and show a net in- 
come of $4,213. The annual inter- 
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est at 7 per cent on the $50,000 of 
notes proposed to be issued would be 
$3,500. Thus, it is seen that the net 
income is barely sufficient to pay the 
interest on the securities which the 
company requests authority to issue. 

Exhibits were introduced by the 
company bearing on the efforts made 
to obtain loans from banks. These 
exhibits show that the company in- 
quired of the Jackson County Bank 
at Black River Falls, Wisconsin, and 
the Union National Bank of Kansas 
City, Missouri, as to whether these 
banks would loan Community $50,000 
on 7-year unsecured notes payable 
$5,000 each year with the balance due 
at maturity. Each of these banks, by 
letter, indicated that they were not 
interested in the application for a loan. 
In the letters to the banks, with respect 
to this matter, no interest rate was 
mentioned and the record does not 
show whether the banks had before 
them a proposition to pay 7 per cent in- 
terest on any loans which they might 
make. 

The application proposes that the 
money will be borrowed from The In- 
land Telephone Company, owner of 
all outstanding bonds and stock of the 
Community Telephone Company. 

A letter from The Inland Telephone 
Company, made a part of the record 
of this case, indicates that Inland 
Company proposes to use funds of its 
own, its letter stating, “it may be nec- 
essary for this company to use cash 
that it has on hand, as well as divert 
current earnings derived from other 
operating properties, by discontinuing 
the payment of any further preferred 
dividends.” The letter further states 
that, “We have no current credit posi- 
tion with banks or other financial con- 


27 P.U.R.(N.S.) 





WISCONSIN PUBLIC SERVICE COMMISSION 


cerns, and the matter of borrowing 
money from such sources, if at all 
possible, would require the issuance 
of short-time notes, as well as the mak- 
ing of pledges at a sacrifice, and even 
though we could secure a limited 
amount of current credit, it would cost 
us approximately 6 per cent, as banks 
would not give us low interest rates 
usually charged on commercial paper.”’ 
It appears further in the letter of In- 
land Company that it is in bad financial 
condition, having bonds outstanding 
bearing 6 per cent interest and 7 per 
cent preferred stock, the dividends on 
which are in arrears. These high cost 
senior securities together with The In- 
land Company’s statement as to its 
current credit position indicate a prob- 
able weak financial condition. 

The proposal of the company is to 
issue 2-year notes. However, there is 
little probability that the notes could 
be paid at maturity. 

It is apparent from the record that 
the applicant is confronted with the 
requirement for the metallicizing of 
lines, which is desirable and probably 
necessary for reasonably adquate serv- 
ice and that these improvements will 
cost somewhat in excess of $50,000. 
However, its financial situation is such 
as to give no assurance that the pro- 
posed notes would be paid upon ma- 
turity. It is even questionable whether 
the interest will be earned. It is evi- 
dent, therefore, that we are not war- 
ranted by the evidence in making the 
finding specified in § 184.06 (1), Stat- 
utes, to the effect that “. the 
financial condition, plan of operation, 
and proposed undertakings of the cor- 
poration are such as to afford reason- 
able protection to purchasers of the 
securities to be issued. ig 
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The applicant argues that such a 
finding is not necessary in this pro- 
ceeding because the issue is not public 
in the sense that the securities will 
come into the hands of the general 
public since the issue is to be taken 
by the applicant’s affiliate, Inland 
Telephone Company. Such evidences 
of indebtedness, however, might con- 
ceivably be used by the affiliated com- 
pany as assets underlying some issue 
of its securities which might be sold 
to the general public. But even if 
counsel’s contention as to the nonpub- 
lic character of the notes be conceded, 
we find no authority in Chap. 184, 
Statutes, to approve the issue without, 
as a condition precedent thereto, mak- 
ing the finding above indicated. No 
distinction is made by the statutes be- 
tween “public issues” and “nonpublic” 
issues either in the definition of “Se- 
curities’ in § 184.01 (3), Statutes, or 
in § 184.06, Statutes. 

The applicant’s present unsatisfac- 
tory financial structure might be im- 
proved by refunding its 6 per cent 
bonds with some form of security 
bearing a lower interest rate or with 
common stock. Under such plan 
more earnings would be available to 
meet interest charges which may be 
required from time to time on tempo- 
rary financing such as is proposed in 
this proceeding, thus making it prac- 
ticable through an improved credit 
status to secure such funds without 
recourse to an affiliated company or 
the payment of interest at an excessive 
rate. 


Findings of Fact 


The Commission finds that the fi- 
nancial condition, plan of operation, 
and proposed undertakings of the 
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applicant corporation are not-such as_ chasers of the securities proposed to be 
to afford reasonable protection to pur- issued. 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re John S. Lennerton, Doing Business As 


Reliance Motor Transportation 


[Common Carrier Certificate No. 527-A.] 


Monopoly and competition, § 60 — Motor carriers. 
1. The wording of the Motor Carrier Act and the obvious intent of the 
legislature in restricting the operations of common carriers and providing 
for their regulation imply that no unnecessary duplication of the same or 
similar facilities shall be permitted, p. 122. 


Certificates of convenience and necessity, § 143 — Transfer — Duty to investigate 
necessity. 
2. The Commission ought to be satisfied, from the evidence presented, that 
public convenience and necessity require the services of another common 
carrier before approving an application for partial transfer of a common 
carrier certificate and before passing upon fitness, willingness, and ability 
of the transferee to perform, p. 122. 


Certificates of convenience and necessity, § 23 — Transfer — Discretionary powers 
of the Commission. 

3. The legislature, by statute, left the granting of approval and consent to 
the assignment and transfer, in whole or in part, of any certificate from 
one carrier to another within the discretion of the Commission because of 
the many important factors, apart from fitness, willingness, and ability of 
the transferee, that enter into proper regulation by the public authority 
of a business declared to be affected with a public interest, p. 122. 


Certificates of convenience and necessity, § 137 — Refabricaiion of certificates. 
4. To allow the refabrication of two common carrier certificates from a 
separation of routes granted to the holder of such a certificate upon the 
representation that he intended to operate and did operate over said routes 
a single common carrier service would be to defeat the purpose of the 
general court in enacting the motor carrier law, p. 123. 


Certificates of convenience and necessity, § 137 — Transfer — Approval and con- 
sent to transfer — Proper cases. 
5. The statutory authority vested in the Commission to approve and con- 
sent to a partial transfer of common carrier facilities should be exercised 
with caution and only in cases where a portion of a route required to be 
served and not otherwise adequately provided with common carrier facilities 
is assigned or transferred by the holder of a certificate, p. 123. 


[January 19, 1939.] 
119 27 P.U.R.(N.S.) 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


a for approval and consent to assignment and 
transfer in part of a common carrier certificate; dismissed. 


APPEARANCES: Day Baker, for the 
applicant; Arthur M. Marshall, for 
Dunham Trucking Company, Martin’s 
Express, Henry Bishop Express, 
Huck’s Transfer, Inc., Sullivan the 
Mover, all of Springfield; James F. 
Harrington, for transferee; Frank E. 
Riley, Director, for Commercial Mo- 
tor Vehicle Division. 


Grant, Commissioner: The appli- 
cant, John S. Lennerton, doing busi- 
ness under the name of Reliance Mo- 
tor Transportation, seeks the approval 
and consent of the Department to the 
assignment and transfer in part of 
Common Carrier Certificate No. 
527—A, of which he is the holder, to 


Springfield Motor Freight Terminal, 


Inc. This application comes within 
the provisions of § 11 of Chap. 159B 
of the General Laws (Ter. Ed.), 
which is, in part, as follows: 

“Any certificate, permit, or license 
may be assigned and transferred, in 
whole or in part, with the approval and 
consent of the Department, after a 
public hearing at which the proposed 
transferee shall have established to 
the satisfaction of the Department his 
willingness, fitness, and ability to per- 
form or furnish transportation for 
compensation under such certificate, 
permit, or license and under this chap- 
ter.” 

The certificate under which Lenner- 
ton is operating was acquired by trans- 
fer from William H. Potter and au- 
thorizes operations as a common car- 
rier over regular routes described in 
“Schedule A” attached to the certifi- 
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cate. These routes are four in num- 
ber and include the following: 

1. Between a point in Boston and a 
point in Williamstown passing through 
Brookline, Newton, Wellesley, Natick, 
Framingham, Southboro, Westboro, 
Northboro, Shrewsbury, Worcester, 
Leicester, Spencer, East Brookfield, 
Brookfield, West Brookfield, Warren, 
Palmer, Monson, Wilbraham, Spring- 
field, West Springfield, Westfield, 
Russell, Huntington, Blandford, Ches- _ 
ter, Becket, Washington, Hinsdale, 
Dalton, Pittsfield, Lanesboro, Chesh- 
ire, Adams, and North Adams. 

2. Between a point in Worcester and 
a point in Pittsfield passing through 
Leicester, Spencer, East Brookfield, 
Brookfield, West Brookfield, Ware, 
Belchertown, Amherst, Hadley, 
Northampton, Williamsburg, Goshen, 
Cummington, Windsor, and Dalton. 

3. Between a point in Boston and a 
point in Pittsfield (between Boston 
and Huntington) passing through Wa- 
tertown, Waltham, Weston, Wayland, 
Sudbury, Framingham, Marlboro, 
Northboro, Shrewsbury, Worcester, 
Millbury, Auburn, Oxford, Charlton, 
Sturbridge, Brimfield, Monson, Pal- 
mer, Wilbraham, Springfield, West 
Springfield, Westfield, Russell, and 
Huntington. 

4, (Between Huntington and Pitts- 
field) passing through (1) Blandford, 
Chester, Becket, Lee, and Lenox or 
through (2) Worthington, Peru, 
Hinsdale, and Dalton. 

It is sought by the applicant to as- 
sign and transfer to Springfield Mo- 
tor Freight Terminal, Inc., routes num- 
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bered 2, 3, and 4. His intention is to 
retain Route No. 1 and to continue op- 
erations over it as a common carrier. 


Hearings were held on this applica- 
tion by the Commissioners of the De- 
partment November 9, 1938, and No- 
vember 22, 1938, the matter being re- 
opened after the first hearing upon the 
filing of a protest by a representative 
of several motor carriers engaged in 
business in and about Springfield. This 
protest was based largely upon the con- 
tention that the applicant is attempt- 
ing, in effect, to separate certain al- 
ternative routes between intermediate 
points and to combine them with oth- 
ers which he also possesses, in order to 
create an additional through common 
carrier route between Boston and Pitts- 
field. 

Upon examination of the routes 
contained in Lennerton’s present cer- 
tificate and comparing them, in prac- 
tical effect, to the route situation that 
would be created if his application 
should be approved, it appears that 
Lennerton has at present two routes 
between Boston and Worcester, both 
converging midway at Framingham 
and otherwise proceeding through ad- 
jacent municipalities ; three routes be- 
tween Worcester and Pittsfield, two 
of which are parallel for much of the 
way and both passing through Spring- 
field; and three routes between Hunt- 
ington and Pittsfield through sparsely 
settled, mountainous territory. Under 
the conditions that would obtain if the 
applicant were allowed to transfer 
Routes 2, 3, and 4 to Springfield Mo- 
tor Freight Terminal, Inc., Lennerton 
would still retain a through route from 
Boston to the Berkshires, passing 
through Framingham, Worcester, 
Palmer, Springfield, Westfield, and 


Pittsfield, terminating in Williams- 
town. The Springfield Motor Freight 
Terminal, Inc., would have a through 
route from Boston to Pittsfield, by way 
of Framingham, Marlboro, Worces- 
ter, Palmer, Springfield, and West- 
field, with alternate routes between 
Huntington and Pittsfield heretofore 
described as Route 4, and an alternate 
route between Worcester and Pitts- 
field, by way of Belchertown and 
Northampton, described in Lenner- 
ton’s certificate as Route 2. 

It is to be observed that in two in- 
stances : between Worcester and West 
Brookfield, and between Palmer and 
Huntington, the applicant is attempt- 
ing to create two common carrier 
routes over the same highways where 
at the present time only one common 
carrier is permitted to operate under 
the certificate held by Lennerton. In 
other words, to grant the application 
for this assignment and transfer would 
be to establish, at least as to termini 
and principal interlying points, an en- 
tirely new service by a common carrier 
not presently authorized to operate. 

We are mindful of the fact that the 
provisions of Chap. 159B, as set forth 
in § 1 of the act, amended by Chap. 
483 of the Acts of 1938, specifically 
declare it to be the policy of the com- 
monwealth “to regulate transportation 
of property by motor carriers upon its 
ways in such manner as to recognize 
and preserve the inherent advantages 
of such transportation, and to foster 
sound economic conditions in such 
transportation and among carriers en- 
gaged therein in the public interest; 
and in connection therewith to: (1) 
promote adequate, economical, and ef- 
ficient service by motor carriers, and 
reasonable charges therefor, without 
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unjust discriminative competitive 
practices, (2) improve the relations be- 
tween, and coordinate transportation 
by the regulation of, motor carriers 
and other carriers, (3) develop and 
preserve a highway transportation sys- 
tem properly adapted to the needs of 
the commerce of the commonwealth, 
and (4) promote safety upon its ways 
in the interests of its citizens.” 

When the motor carrier act was first 
enacted by the general court as Chap. 
264 of the Acts of 1934 (now super- 
seded by Chap. 483 of 1938), it was 
clearly stated, in defining the power of 
the Department to issue common car- 
rier certificates, that ‘“No such certifi- 
cate shall be issued unless and until it 
is established to the satisfaction of the 
Department that there exists a public 
need for such additional service.” 
This was the act which contained the 
1 under 


so-called ‘‘grandfather clause 
which no carrier who was not actually 
rendering service on February 1, 1934, 
would thereafter be entitled, as a mat- 
ter of right, to a common carrier cer- 
tificate. 


[1,2] We think from the wording 
of the present statute and the obvious 
intent of the legislative body in re- 
stricting the operations of common 
carriers and providing for their regu- 
lation that there is a clear implication 
that no unnecessary duplication of the 
same or similar facilities should be per- 
mitted. In any event, before deciding 
to approve such an application as the 
one now before us, we ought to be sat- 
isfied, from evidence presented, that 
public convenience and necessity re- 
quire the services of another common 
carrier, before passing upon fitness, 


1See § 8. 
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willingness, and ability of the trans- 
feree to perform. 

Upon this question nothing was de- 
veloped at the hearing that would in- 
dicate a need for such a service upon 
the part of shippers over the routes to 
be transferred; in fact, the testimony 
of the applicant Lennerton himself is 
evidence to the contrary. Testifying 
at the hearing before the Commission 
on November 22, 1938, in direct ex- 
amination by his counsel, the witness 
said, at page 19 of the stenographic 
record: 

“And there are several routes in this 
particular license that I have no use 
for and I felt that I could get some 
money out of them by selling them, 
and I have found this purchaser and 
I would like to sell them to him. . . .” 

It appeared from testimony that the 
proposed transferee, Springfield Mo- 
tor Freight Terminal, Inc., represent- 
ed at the hearing by its president, pre- 
viously had sought without success 
an interstate certificate to operate as 
an irregular route common carrier 
within 50 miles of Springfield and 
over certain specified routes within 
the commonwealth. The order of dis- 
missal of this application is on file with 
the Department. The reason given in 
the Interstate Commerce Commission’s 
order for refusing petitioner’s appli- 
cation was that public convenience and 
necessity did not require the operations 
proposed. Said transferee has been 
operating, however, under a common 
carrier certificate, acquired by assign- 
ment, between Springfield and Green- 
field, serving intermediate points, since 
November of 1937, and is the holder 
also of a limited contract carrier per- 
mit. 

[3] Under § 11 of Chap. 159B, 
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as amended, the granting of approval 
and consent to the assignment and 
transfer, in whole or in part, of any 
certificate, permit, or license from one 
carrier to another, is discretionary with 
the Department, left so by the legis- 
lature, we think, because of the many 
important factors, apart from fitness, 
willingness, and ability of the transfer- 
ee, that enter into proper regulation 
by the public authority of a business 
declared to be affected with a public 
interest. 

The routes which are sought to be 
transferred are for operations between 
fixed termini with several duplications 
of intermediate stopping points and 
traffic movements that closely parallel 
each other over much of the way even 
where they do not travel over identical 
highways. 

[4,5] To thus allow the refabrica- 


tion of two common carrier certifi- 
cates from a separation of routes 
granted to the holder of a common 
carrier certificate upon the representa- 
tion that he intended to operate and 
did operate over said routes a single 
common carrier service, would be to 
defeat the purpose of the general court 
in enacting the motor carrier law. We 
are of opinion that the authority vest- 
ed in this Department by § 11, to ap- 
prove and consent to a partial transfer 
of such facilities, should be exercised 
with caution, and only in cases where a 
portion of a route required to be served 
and not otherwise adequately provid- 
ed with common carrier facilities, is as- 
signed or transferred by the holder of 
a certificate. 


Concurring Commissioners: Mc- 
Keown, Chairman; Webber, Whouley. 





FEDERAL COMMUNICATIONS COMMISSION 


Re Williamson Broadcasting Corporation 


[Docket No. 4367.] 


Depositions — Who may take — Notary public — Disqualification — Employee 


of interested party. 


A notary public regularly in the employ of a party to a proceeding before 
the Federal Communications Commission, or of attorneys for such a party, 
has an interest “in the event of the proceeding” within the meaning of 
§ 409 (e) of the Communications Act of 1934 and is disqualified from 
presiding over a proceeding to take depositions. 


[December 23, 1938.] 


a for radio station construction permit; granted 
subject to selection and Commission approval of a suitable 
antenna site. 
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Frank  Stollen- 
werck, on behalf of the applicant; 
Horace L. Lohnes and E. D. Johnston, 
on behalf of Station WHIS; James 
D. Cunningham, Walter Johnson, and 
Russell Rowell, on behalf of the Com- 
mission. 


By the Commission (Payne, 
Brown, Commissioners, not partici- 


pating) : 
Statement of Facts 


APPEARANCES: 


This proceeding arose upon the ap- 
plication of George W. Taylor Com- 
pany, Inc., for a construction permit 
to erect a new broadcast station at 
Williamson, West Virginia, to be op- 
erated upon the frequency of 1,370 
kilocycles, with power of 100 watts, 
and hours of operation limited to day- 
time only. 

Hearing was had on June 4 and 
June 18, 1937, before an examiner 
who on August 17, 1937, submitted 
his report (I-487) recommending de- 
nial. Exceptions to the examiner’s 
report and a request for oral argument 
was filed by the applicant and on De- 
cember 16, 1937, oral argument was 
had before the Commission. It ap- 
pearing affirmatively in the record that 
the George W. Taylor Company, Inc., 
did not intend to operate the proposed 
station but expected to form another 
corporation for that purpose and as 
such proposal was not clearly set forth 
in said record, the Commission upon 
its own motion remanded the applica- 
tion for further hearing upon addi- 
tional issues directed to such proposal 
and to the qualifications of the pro- 
posed corporation. At the reopened 
hearing, the qualifications of William- 
son Broadcasting Corporation were 
27 P.U.R.(N.S.) 
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shown and the examiner in his sup- 
plemental report again recommended 
denial upon the basis that even though 
the Williamson Broadcasting Corpo- 
ration was fully qualified it had no 
application pending. The applicant 
filed exceptions to the supplemental re- 
port, and a request for oral argument. 
Oral argument was had before the 
Commission on October 6, 1938. 

Subsequent to the second hearing 
the Taylor Company and the William- 
son Corporation filed a joint petition 
accompanied by an application of the 
Williamson Corporation for the same 
assignment as that sought by the 
Taylor Company. The petition prays 
that the application of the Williamson 
Corporation be accepted and consid- 
ered upon the record previously made. 

The Commission finds that the rec- 
ord of the second hearing constitutes 
in fact a hearing as to the qualifica- 
tions of the Williamson Broadcasting 
Corporation as an applicant for the 
same facilities sought by the George 
W. Taylor Company, Inc. The ap- 
plication filed by the Williamson Cor- 
poration will therefore be accepted and 
said application will be considered up- 
on the entire record. 

The Williamson Broadcasting Cor- 
poration is a West Virginia corpora- 
tion with corporate power to engage in 
broadcasting and is authorized to issue 
250 shares of stock with par value of 
$100 per share. One hundred shares of 
stock have been issued, of which 95 
shares are held by George W. Taylor 
Company, Inc.; 3 shares by William 
P. Booker; 1 share by William B. 
Hogg; and 1 share by F. W. Wagner. 
The George W. Taylor Company, 
Inc., is also a West Virginia corpora- 
tion and has 423 shares of outstanding 
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stock, of which 353 shares are held 
by George W. Taylor ; 66 shares by H. 
Van Gorder; 1 share by Lillian Tay- 
lor; 1 share by Richard Taylor; 1 
share by Pearl Van Gorder; and 1 


share by Allen E. Clingle. All of the 
above-named stockholders of both cor- 
porations are citizens of the United 
States and residents of Williamson. 

The population of Williamson was 
9,410, and of Mingo county, in which 
Williamson is located, 38,319, accord- 
ing to the United States Census of 
1930. In Williamson, there were 143 
retail establishments with gross sales 
of $3,469,000 in 1936, and in 1935 
there were 14 wholesale establishments 
with gross sales of $4,255,000. There 
is no primary broadcast service avail- 
able to Williamson at this time, the 
best service being that from WLW at 
Cincinnati, Ohio, 165 miles away. 

The assets of the Williamson 
Broadcasting Corporation consists of 
$10,000 in cash, and it has no liabili- 
ties except its outstanding stock. 
Stockholders testified that in the event 
additional capital is needed they will 
purchase more stock and there is evi- 
dence that they are financially able to 
do so. The estimated cost of con- 
structing the proposed station is $9,- 
489. Monthly operating expenses are 
expected to be $1,035 and estimated 
monthly income predicated upon a sur- 
vey is $1,300 to $1,600. Mr. F. W. 
Wagner, who has had an aggregate 
of twelve years of experience in radio 
work and broadcasting, will be general 
manager and chief engineer. Experi- 
enced personnel will be employed in all 
positions in the operation of the pro- 
posed station. 

The programs which the appli- 
cant will broadcast are of a general 
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nature usual on commercial broadcast 
stations. A survey to determine the 
available talent for program purposes 
was made, and there are 10 bands, 1 
choir, and 6 individual musicians. 
Programs to be prepared by various 
civic, religious, charitable, and frater- 
nal organizations will be broadcast. 
It is estimated that program content 
will consist of about 35 per cent tran- 
scriptions and about 65 per cent live 
talent. 

The transmitting equipment and an- 
tenna system which the applicant pro- 
poses to install complies with the prin- 
ciples of good engineering practice. 
The antenna site tentatively proposed 
on a building at 34 East Second street 
in Williamson is not a desirable one 
because of the probable blanketing 
effect over a portion of the city. 

No objectionable interference will 
result to any existing broadcast station 
from operation of the station as pro- 
posed herein, nor will it receive ob- 
jectionable interference. An applica- 
tion which was pending at the time of 
the hearing from Johnson City, Ten- 
nessee, to operate on 1,370 kilocycles 
has since been dismissed. 

Depositions were taken by the appli- 
cant pursuant to an order issued by 
the Commission and before Louise 
Scheenlein, a notary public, who is 
regularly employed as a stenographer 
in the office of Hogg & Crawford, 
attorneys for the applicant. Those 
depositions were offered into evidence 
and received by the examiner subject 
to a later ruling as to admissibility and 
to consideration of a brief on the law 
to be filed by the applicant’s attorney. 
The examiner in his report ruled that 
the depositions were not admissible. 
We are of the opinion that a person 
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regularly in the employ of a party toa 
proceeding or of attorneys for such 
party has an interest “in the event of 
the proceeding” within the meaning of 
§ 409 (e) of the Communications Act 
of 1934 (47 USCA § 409 (e) ) and is 
disqualified from presiding over the 
proceeding of taking depositions. 
These depositions have not been con- 
sidered in reaching the finding and 
conclusions herein. 


Grounds for Decision 


1. The Williamson Broadcasting 
Corporation is legally, technically, 
financially, and otherwise qualified to 
become a licensee of a station of the 
kind and class applied for. 


2. The commercial support shown 
to be available, together with the ex- 
pressed willingness of stockholders to 
supply additional funds if necessary, 
is reasonable assurance that the pro- 
posed station can be operated in the 
public interest from a financial stand- 
point. 

3. A public need exists for the pro- 
posed broadcast service. 

4. There are no interference prob- 
lems with respect to existing broad- 
cast stations or with broadcast sta- 
tions proposed in pending applica- 
tions. 

5. Public interest, convenience, and 
necessity will be served by a grant of 
the application. 








PENNSYLVANIA PUBLIC UTILITY COMMISSION 


John Palesch 


The Bell Telephone Company of 


Pennsylvania 


[Complaint Docket No. 12562.] 


Payment, § 9 — Counterfeit coins — Coin box telephone service. 
Provisions of a tariff for semipublic coin box telephone service to the 
effect that “the subscriber agrees to redeem all slugs and spurious and 
mutilated coins deposited in the money box at the value for which they were 
deposited therein” are just and reasonable. 


[December 19, 1938.] 


Bete alleging that subscriber to semipublic coin box 

telephone service was billed for calls for which counterfeit 

nickels were used, and that there were additional charges for 
shortages in the money box; dismissed. 


27 P.U.R.(N.S.) 


126 





PALESCH v. THE BELL TELEPHONE CO. OF PENNSYLVANIA 


By the Commission: Complainant 
in this case is the proprietor of a res- 
taurant at 6700 Rising Sun avenue, 
Philadelphia. He is a subscriber to 
semipublic coin box service from The 
Bell Telephone Company of Pennsyl- 
vania. 

On September 12, 1938, complain- 
ant filed a formal complaint with the 
Commission, alleging that he was 
billed for calls for which counterfeit 
nickels were used, and that there were 
also other additional charges on his 
bill for shortages in the money box. 

Testimony was taken at a hearing 
in this case held in Philadelphia, on 
Thursday, October 6, 1938. At this 
hearing there was uncontradicted testi- 
mony that the shortages billed the re- 
spondent were the deficiency between 
the amount found in the coin box and 
the minimum guaranty in his service 
contract. It was further proven that 
the minimum guaranty is in accord- 
ance with the filed tariff of the re- 
spondent. 

Testimony was introduced that re- 
spondent had been billed and had re- 
deemed “slugs” found in the coin box 
of his telephone in the amount of ap- 
proximately $5 during a year’s period 


of service. The tariff for the semi- 
public contract provides that “the sub- 
scriber agrees to redeem all slugs and 
spurious or mutilated coins deposited 
in the money box at the value for 
which they were deposited therein.” 

The Commission finds that the bill- 
ing of John Palesch by respondent has 
not been unjust and unfair and that 
it has been in accordance with the pro- 
visions of the filed tariffs of the re- 
spondent. 

The record in this case contains un- 
contradicted testimony that slugs were 
collected from the coin box similar 
in type to slugs used for other pur- 
poses on the premises of the sub- 
scriber. Furthermore, subscribers to 
semipublic coin box service have some 
control over the users of their service. 
Therefore, the Commission finds that 
the provisions of the tariff concerning 
the redemption of slugs and spurious 
or mutilated coins is not unjust and 
unreasonable. Any finding to the con- 
trary would result in discrimination 
against those patrons of the company 
who pay for service rendered in legal 
coinage. Reiter v. New York Teleph. 
Co. (N. Y. 1930) 222 A. T. & T. Co. 
Com. L. 1082. 





FEDERAL COMMUNICATIONS COMMISSION 


Re Theodore V. Fabian 


[Docket No. 5273.] 


Radio, § 6 — Revocation of permit — Basis — Nolo contendere plea. 


An amateur radio station license should not be revoked on the basis of a 
plea of nolo contendere in a Federal court to a violation of the Federal 
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Communications Act, for which offense the licensee had been placed on 
probation, since the courts hold that a plea of nolo contendere entered in 
a criminal case cannot be used against a defendant as an admission in any 


civil action for the same act. 


[December 23, 1938.] 


i “igpeure on revocation of amateur radio station license; 
order of revocation revoked. 


APPEARANCES: Paul M. Segal and 
Harry P. Warner on behalf of the 
respondent; James A. Kennedy and 
Robert M. Fenton, on behalf of the 
Commission. 
the COMMISSION 


By ( Payne, 


Brown, Commissioners, not partici- 
pating): On June 14, 1938, an order 
was entered by the Commission revok- 
ing a license theretofore issued to re- 
spondent, Theodore V. Fabian, for an 
amateur radio station located at Pitts- 
burgh, Pennsylvania, with call letters 


W8RUE. The order recited as 
grounds for such revocation that the 
respondent had, on May 26, 1938, 
pleaded guilty to violation of §§ 301 
and 318 of the Communications Act, 
of 1934, as amended, in the United 
States district court for the western 
district of Pennsylvania. 

An application for a hearing upon 
the order was seasonably filed by re- 
spondent and granted by the Commis- 
sion, the order of revocation being sus- 
pended pending conclusion of the 
hearing and final decision by the Com- 
mission. Hearing was had before the 
Commission on October 7, 1938, and 
respondent was permitted to file a brief 
in lieu of oral argument. 


The revocation order was based 
upon the charge that the respondent 
had pleaded guilty in the United States 
court for the western district of Penn- 
sylvania to a violation of §§ 301 and 
318 of the act. However, a reéxam- 
ination of the evidence discloses that 
the respondent had pleaded nolo con- 
tendere to a violation of § 318, for 
which offense he was placed on proba- 
tion for two years and ordered to pay 
a fine of $100 and costs within six 
months. 

The courts have held that a plea of 
nolo contendere entered in a criminal 
case cannot be used against a defend- 
ant as an admission in any civil action 
for the same act. Berlin v. United 
States (1926) 14 F. (2d) 497; Tuck- 
er v. United States (1912) 116 C. C. 
A. 62, 196 Fed. 260. Therefore, the 
charges are not sustained by the evi- 
dence. 

Mindful of the conviction and the 
court’s sentence for this violation, and 
the Commission’s suspension of the 
respondent’s operator license, we do 
not feel that the case justifies a reopen- 
ing looking to further proceedings. 

Accordingly, an appropriate order 
will be entered revoking our order of 
revocation entered on June 14, 1938. 








27 P.U.R.(N.S.) 





March 30, 1939 Public Utilities Fortnightly 














ONLY GMC. 
all this 


¢ THE TRUCK OF VALUE + 
@ 7 ALL-NEW VALVE-IN-HEAD 
ENGINES 


The Strongest Pulling @ 10 NEW DIESELS—3%% ton range 


and up 


Trucks are GMC 1s @ NEW BODIES—bigger, sturdier 


and improved construction 
General Motors Trucks outpull all others. Thismeans = © NEW LIGHT-DUTY CABS with 
faster pick-up and quicker movement of your goods — V-type windshields 
than is possible with any other truck operating underthe @ NEW APPEARANCE Created by 
8 ditions! Valve-in-head engines, always 10%- Latah 
ame condition ee es @ NEW C.0.E. MODELS—1% to 
20% more efficient, show still greater power and econ- 8 tons 


omy results in GMC’s all-new SUPER-DUTY engines. @ SYNCRO-MESH SHIFTING on 
Heavy-Duty GMC's! 


Our own YMAC Time Payment Plan assures you of 
CAPACITIES, 4% TO 15 TONS 


lowest available rates 


GMC TRUCK 
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Niagara Fiudson System Plans 
$25,000,000 Expenditure 


Jk pec Hudson System companies will 
spend about $25,000,000 during 1939 for 
construction necessary to the extension and 
improvement of service to electric and gas 
customers in New York state, it was recently 
announced by Alfred H. Schoellkopf, president 
of Niagara Hudson Power Corporation. 
About $15,000,000 was spent for these pur- 
poses in 1938. 

Of the planned expenditures for 1939, about 
$8,000,000 is to go toward the construction of 
the new steam-electric generating station now 
being built at Oswego, N. Y., by Central New 
York Power Corporation, one of the System 
companies, in preparation for anticipated 
growth in demand for electric service. The 
remainder of the contemplated expenditures 
includes many construction and replacement 
projects, such as construction of and equip- 
ment for additional sub-station units to sup- 
ply added demand for electric service; build- 
ing of overhead transmission lines and under- 
ground circuits and mains; additions to the 
electric and gas distribution system to supply 
increased business on existing lines and to ex- 
tend lines to serve new customers; installa- 
tion of new or better street and highway 
lighting. 


Gas Exhibits Plan Unusual 
World’s Fair Program 


‘ane to the gas industry’s “Court of 
Flame” exhibit at the New York World’s 
Fair will see the world’s most unusual opera 
company present grand opera as it has never 
been presented before, according to Hugh H. 
Cuthrell, president of Gas Exhibits, Inc. 

For the first time in exposition history, 160 
puppet stars, members of the American Puppet 
Opera Company, will present a repertory of 
seven popular operas. It is expected that this 
unique organization will draw countless thous- 
ands to the theatre of the gas industry’s ex- 
hibit group where these operatic performances 
will be presented several times daily. 


T. W. Moss Announced As New 
Dodge Truck Sales Director 


f Bes appointment of Tom W. Moss as di- 
rector of Dodge truck sales to succeed J. 
D. Burke, resigned, was announced recently 
by Forest H. Akers, vice-president and director 


| Industrial Progress 


a Selected information about manufacturers, 
new products, and new methods. Also news on 
personnel changes, recent and coming events. 





of sales of the Dodge Division of Chrysler 
Corporation. 

Mr. Moss, who for the past five years has 
been general service manager of the Chrysler 
Corporation in direction of the Corporation’s 
service activities relating to Plymouth, Dodge, 
De Soto and Chrysler Divisions, will assume 
his new duties immediately. 


N.E.M.A. to Sponsor “Open 
House” at Dept. of Commerce 


Ts Department of Commerce has com- 
pleted arrangements for a two-day “open 
house” for executives of the electrical goods 
manufacturing industry, to be held on March 
30th and 31st. 

The conference, sponsored by the National 
Electrical Manufacturers Association, is de- 
signed to acquaint this large section of the 
American industrial system with the research 
and trade promotion facilities offered to busi- 
ness by the Department of Commerce. It will 
be held in the Department of Commerce 
auditorium. 

The electrical goods group embraces seventy 
major industries, producing products ranging 
from commercial radio equipment to turbine 
generators and household refrigerators. Dur- 
ing 1938 it employed more than 250,000 per- 
sons, with the value of its products approxi- 
mating $1,600,000,000. 

The industry ranks third in amount of wages 
paid, fifth in the number of wage earners, and 
eighth in the dollar volume of products among 
the industries covered in the Census of Manu- 
facturers. 

The two-day conference will be opened 
Thursday morning by an address by Secretary 
Harry L. Hopkins. He will be followed dur- 
ing the course of the two days by 26 officials 
of the Commerce Department who will detail 
their various activities, especially as they per- 
tain to the electrical goods industry. 

The first session, to be devoted to the do- 
mestic services of the Bureau of Foreign and 
Domestic Commerce, will be presided over by 
Dr. N. H. Engle, acting director. 

At the Thursday afternoon meeting, Dr. 
Vergil D. Reed, assistant director, Census 
Bureau, will explain the functions of the Cen- 
sus. Plans for the proposed Housing Census, 
of special interest to the electrical goods in- 
dustry, will be discussed by Dr. Ernest M. 
Fisher, economic adviser of the Federal 
Housing Administration. 

At the dinner meeting Thursday night Dr. 
Willard L. Thorp, economic adviser to Secre- 
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Rate Changes! 





THE ONE-STEP METHOD 





OF BILL ANALYSIS 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a consumption total accumulated which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 











Continued rate changes-—checking load-building activities— 
need for current customer usage data—all are reasons why 
many companies are using R & S ONE-STEP SERVICE for 
analyzing information required in productive rate making. 
Monthly or annual bill frequency tables now produced in a 
few days instead of weeks and months. 


Estimates promptly submitted. Such marked savings that analyses now can 
be carried on currently for much less than former cost of periodic studies. 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 


Boston Chicago Detroit Montreal Toronto 
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tary Hopkins, will speak on “The National 
Economic Survey.” Assistant Secretary of 
Commerce Richard C. Patterson, Jr., will dis- 
cuss “What Are the Prospects for Business ?” 
Carl L. Peirce, Jr., president of the National 
Electrical Manufacturers Association, will 
preside at the dinner meeting. 

The Friday morning session will open with 
Walter White, assistant to the chairman, Busi- 
ness Advisory Council, presiding. Conway Pr: 
Coe, commissioner of patents, will speak on 

“The Patent Office and Industrial Progress,”’ 
followed by A. D. McFadyen, patent office 
primary examiner of measuring and testing 
apparatus, who will discuss activities and 
trends in the industry as reflected by patents. 

Dr. Lyman J. Briggs, director, will intro- 
duce the work of the National Bureau of 
Standards. Assistant Director E. C. Crittenden 
will discuss the research and testing services 
of the Bureau laboratories available to elec- 
trical manufacturers. Assistant Director A. S. 
McAllister will outline the scope of specifica- 
tion and standardization work available to the 
industry, and the methods and procedure in 
use 

H. Coit MacLean, chief, Trade Agreements 
Unit of the Bureau of Foreign and Domestic 
Commerce, will explain how Trade Agree- 
ments help the electrical manufacturing in- 
dustry. 

The discussion of foreign trade will be in- 


troduced on Friday afternoon by Assistant 
Director F. H. Rawls, of the Bureau of 
Foreign and Domestic ‘Commerce. John H. 


Payne, chief, Electrical Division, will outline 
the special services available primarily for 
electrical manufacturers and_ exporters. 
Other foreign trade services will be explained 
by the chiefs of the various Bureau divisions. 

Copies of the program may be obtained from 
the National Electrical Manufacturers As- 
sociation in New York, or from the Bureau 
of Foreign and Domestic Commerce, Wash- 
ington, D. C 





ELECTRIC HEATING EQUIPMENT THAT WILL 
HELP YOU SERVE THE PUBLIC BEST 
Desigae, ae oy Manufacturing of Electric 

eating for Lo erage Purposes. 
ACME EL ecTRIC HEATING CO., Dept. U 
1217 Washin sg St., 
Boston, Mass. 








FLETCHER MFG. CO. 
Overhead Construction Materials 
SERVING UTILITIES FOR 60 YEARS 
38 N. Canal St., Dayton, O. 











ZENITH ELECTRIC CO. 


Automatic Control Equipment 
Magnetic Switches—Time Switches 
Program Clocks—Automatic Timers 

Special equipment made to your specifications. 
603 So. Dearborn St. Chicago, Ill. 














Plant Modernization Continued 
by International Harvester 


$3,000,000 modernization program for its 
A Tractor Works in Chicago is included in 
the International Harvester Company’s current 
schedule of plant rehabilitation and rearrange- 
ment, according to a recent announcement by 
the Chicago offices. The local plant moderniza- 
tion program, begun in 1938, will extend 
through this year and probably will not be 
completed until some time in 1940 

Including outlay for plant modernization 
programs already announced at Rock Island, 
Illinois, and Milwaukee, Wisconsin, and $1,- 
000,000 for new construction in the recently 
announced motor truck engine plant in In- 
dianapolis, the Harvester company’s present 
plant modernization and new construction 
ee ne the expenditure of about 
$12, 

The -c etek at Tractor Works, located at 
2600 West 31st Boulevard, were inaugurated 
last year with the construction of a $1,000,000 
factory addition for the manufacture of the 
Harvester company’s line of crawler-type 
tractors. About $800,000 will be spent this 
year for the purchase of new machinery, the 
rehabilitation of existing machinery, and the 
rearrangement of the entire plant so as to ob- 
tain greater plant capacity and manufacturing 
efficiency. The remainder of the $3,000,000 
will be spent next year in completing the plant 
modernization program. 


Silex Announces Special 
Trade-in Offer 


HE Silex Company has just announced a 
trade-in plan on Silex Glass Coffee 
Makers for restaurant operators. 

Under this plan—which is in effect for a 
limited time only—the restaurant owner may 
secure up to $50 allowance on an old coffee 
maker when purchasing a new Silex Glass 
Coffee Maker. 

The trade-in allowances vary according to 
the model Silex Glass Coffee Maker pur- 
chased. $50 is given on the 8-unit Carlton 
electric model and on the 8-unit New Yorker 
gas model. Both of these models have a 
built-in hot water tank which automatically 
supplies water at 190°. The tanks are equipped 
with a solenoid water control valve which as- 
sures positive shut-off. 

Complete information about this trade-in 
plan may be secured by writing direct to The 
Silex Company, Hartford, Connecticut. 


$16,000,000 Expansion Program 
Planned by Consumers Power 


D E. Karn, vice-president and general 
emanager of Consumers Power Co., 
Jackson, Mich., has announced that a $16,000.- 
000 construction and expansion program will 
be carried out in 1939. 
Approximately $1,000,000 of 


the total 
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CONTROL CABLE 
DROP CABLE 
LEAD COVERED CABLE 
MAGNET WIRE 
PARKWAY CABLE 
RUBBER POWER CABLE 
SERVICE ENTRANCE 
CABLE 
SIGNAL CABLE 
VARNISHED CAMBRIC 
CABLE 
WEATHERPROOF WIRE 


All types of Building Wire and all 
kinds of Special Cables to meet 
A.S.T.M., A.R.A., 1.P.C.E.A., N.E.M.A., 
and all Railroad, Government and 
Utility Companies’ Specifications. 
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Industry Uses It! 


Millions of feet of Crescent 
cables for power, light and con- 
trol have been installed in in- 
dustrial plants for the last fifty 
years with an enviable record 


for DEPENDABLE SERVICE. 


INSULATED WIRE @ 
TRENTON, 
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amount will be used for extension and im- 
provement of gas distribution in the Michi- 
gan territory, according to the announcement. 


Low-Cost Bookkeeping Plan 
Pg cmege to the Burroughs Adding Ma- 


chine Company, its payroll writing ma- 
chine has been gaining widespread use in the 
public utility field—enabling small and 
medium-sized offices of utilities to meet the 
requirements of social security legislation 
efficiently and at low cost. Some of the operat- 
ing advantages of this machine are listed be- 
low. 

Four records—employee’s statement, earn- 
ings record, pay check or envelope, and pay- 
roll journal—are written simultaneously and 
in a fraction of the time which would be re- 
quired if the records were written individually. 

The payroll journal remains in the machine 
until filled. Each employee’s statement and 
pay check or envelope and the individual earn- 
ings record are assembled and inserted as a 
unit, 

Details of the employee’s statement are typed 
simultaneously on the statement, the earnings 
record, and the journal. After tabulating to 
the check position, the operator writes the 
employee’s check which carbonizes on the 
check register at the right-hand side of the 
payroll journal. 

Carriage movement from left to right is 
controlled electrically. The operator simply 
touches the electric carriage return key; the 
carriage returns to the starting position or to 
an intermediate position (reverse tabulation) 
and automatically spaces to the next line of 
writing. A touch of the electrically controlled 
shift key assures accurate shift with the 
platen for capital letters. 

The flexibility of this modern wide-car- 
riage forms writing machine permits its use, 
with equal advantage, on other work in ad- 
dition to payroll. It can be used for preparing 
statistical and financial reports, for writing 
customers’ bills, final bills, vouchers, and for 
general correspondence and report writing. 
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Sangamo Electric Announces 
New Portable Test Meter 


yen Electric Company has announced 
a new portable test meter which js 
especially adapted to the accurate and efficient 
testing of watthour meters of the capacities 
usually employed in_ residential service, 
Separate current terminals are used for each 
of three current ranges 1, 5, and 15 amperes, 
Features of the new meter are minimum size, 
light weight, silver contact potential switch, 
and a spring-supported lower jewel bearing, 

Bulletin No. 92, which contains full descrip- 
tion of this new test meter, may be secured 
— Sangamo Electric Company, Springfield, 















A. F. Cook Selected to Assist in 
CP Gas Range Program 


F. Cook has been appointed advertising 

e manager, Domestic Gas Range Division 

of the Association of Gas Appliance and 

Equipment Manufacturers and will -assist in 

the promotion of the CP Gas Range Program, 
according to a recent announcement. 

For the past ten years, Mr. Cook was as- 
sistant advertising manager of the Philgas 
Department of the Phillips Petroleum Co., of 
Detroit, Mich., and in this capacity has ac- 
quired a practical knowledge of gas, its uses, 
and of gas burning appliances. 

Mr. Cook’s appointment with the Associa- 
tion of Gas Appliance and Equipment Manv- 
facturers becomes effective immediately. 


“Portable Cable’ Booklet 
Issued by G-E 


ss grikewe Cable” is the subject of a new 
16-page booklet issued by the General 
Electric Company. It gives detailed instruc- 
tions for splicing and vulcanizing all the 
principal types of rubber-insulated rubber- 
jacketed portable cable. 
















Burrough’s Payroll 
Writing Machine 
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TOMORROW'S TREND TODAY 





TRANSFORMERS 


Pennsylvania’s Improved 
Tank Construction 


is now standard in all Pennsyl- 
vania round-tank distribution 
transformers. Large numbers 


of such transformers have been 
shipped the current year. 
Remember, Pennsylvania’s costlier improve- . 
ments can be had without extra cost to you. 
gyEVANE® 
. ry 
r) 


TRANSFORMER COMPANY 


1701 ISLAND AVE., 
N.S., PITTSBURGH, PA. 
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Alphabetic Bookkeeping and 
Accounting Machine 


Investigate the SPEED and 
Flexibility of punched card accounting 


It isn't necessary to have a large volume of business, to benefit by the 
punched card method of accounting. This modern, widely-accepted 
method now offers an advantage to small and medium-sized companies. 


This advantage lies in the flexibility of the machine shown above. This 
one machine will take care of practically every type of utility account- 
ing. It will prepare the complete reports you need automatically from 
punched cards. Simply by altering the controls on this machine you 
can switch from Billing to Payroll to Operating Ledgers—all in a 
matter of minutes. 





Write for detailed information concerning the advantages which this 
flexibility and speed can mean to your business. 


INTERNATIONAL ats HAE CORPORATION 


World Headquarters <a 
590 Madison Ave., New York, Y. 





Branch Offices in 
Principal Cities of the World 
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TIME“COSTS 


Saved On Every Hammer Job 


















f 
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® The best evidence of the practical 
economy of the self-contained and 
self-powered Barco Portable Gasoline Hammer is found 
in performance records reported by users everywhere. 
The following from a New England Public Utility is typical: 





“The Barco Hammer has been in constant operation 
ever since we received it...and has more than given 
satisfaction. The machine has already recovered for us 
about half of its costs in the short time it has been in use.” 


BARCO MANUFACTURING CO. 
1803 W. Winnemac Ave. Chicago, Ill. 


& ARCO, GASOLINE 
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COMBINED METERS SANGAMO TYPE HV METER 


AND TIME-SWITCHES 





The Type HV instruments combine q 
standard singlephase HF watthour 
meter with a synchronous motor time- 
switch—in various switching arrange- 
ments—supplied with or without two- 
rate register. Low cost installation and 
ote weiss minimum space requirements make 


them desirable for metering and con- 
TYPE HV-11-A 


trolling off-peak loads. 


Modern Meters for Modern Loads 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 





One of the Secrets of This Battery’'s Life 
—Pure Lead “Buttons” in an Alloy Grid 


ESIGNED for control bus, exciter, telephone and 
other stationary services, the life of the Exide- 
Chloride Battery is measured, not in months, 

but in years. 


Largely responsible for this consistently long life and 

cot great dependability, are its unusual Manchester posi- 

pone plate sho wing tive plates with buttons of pure lead firmly anchored 
Sasied able. Games: seer in alloy grids. Bulletin 204 describes this battery in 


sure into openings in alloy 7 Tri 2 
m4 detail. Write for a copy. 


FE THE ELECTRIC STORAGE BATTERY CO. 
x i € The World’s Largest Manufacturers of Storage Batteries for 
Every Purpose 


CHLORIDE PHILADELPHIA 
BATTERIES 


Exide Batteries of Canada, Limited, Toronto 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





0, 19388 ch 30, 1939 


Public Utilities Fortnightly 





Behind the Model BJ are 
the years of specialized 
experience which have 
brought the Robertshaw 
hame its unquestioned su- 
premacy. Such a name 
says Extra Value” to 


dealer and consumer. 


THE MODEL BJ 


ROBERTSHAW 


OVEN HEAT CONTROL 


One push-and-turn 
motion turns on gas, 
sets dial 


Immediate full flow 
of gas to burner 
avoids danger of 
flash-back in ignition 


Gas cock easily 
removed by loosen- 


ing 2 screws 


Gas cock cannot be 


replaced incorrectly - 


No loose parts 


ROBERTSHAW THERMOSTAT COMPANY 


YOUNGWOOD - PENN 


Easily cleaned 
without affecting 
calibration 


All parts easily acces- 
sible: by-pass and 
pilgt adjusted at front 


Large gas capacity 


‘and quick action 


to meet CP range 
requirements 
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P. U. R. DIGEST 


CUMULATIVE 


































w E. 
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Sp 
° e elect 
A Digest That Is Serviced perat 
an e 
The Only Complete Digest of Public Service Law and Regulation of of 
trica 
settir 
Th 
A WORK OF PRIMARY AUTHORITY CONTAINING THE ions 
DECISIONS AND RULINGS OF THE stat 
range 
United States Supreme Court — 
jovani ian United — a Courts ies a 
COVERING United States District Courts ALPHABETICAL come 
FIFTY YEARS State Courts CLASSIFICATION week 
Federal Regulatory OF SUBJECTS Fo 
AN EXHAUSTIVE Commissions a has t 
sees en State Regulatory Commissions A GREAT REVIEW by t 
sacciibe Insular and Territorial Regu- eeu ia tures 
latory Commissions tien 
vice | 

WRITE FOR PRICE AND PAYMENT PLANS 








PUBLIC UTILITIES REPORTS, INC. € 


Tenth Floor, Munsey Building, Washington, D. C. 
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Joes a year’s work 


n THREE WEEKS! 


33 ppaupcar pore 


w E. T. L. speeds endurance tests 
electric range oven thermostats. 







Specifications in current use for 
electric ranges require the oven tem- 
perature control device to withstand 
an endurance test of 50,000 cycles 
of operation . . . with normal elec- 
trical load and at a temperature 
setting of 500 F. 


The completion of this test would 


take more than a year, if the thermo- 
stat were operated normally in the 
range. Hence Electrical Testing 
Laboratories devised the test set-up 
pictured above, which heats, cools, 
and counts cycles automatically to 
complete the test in less than three 
weeks. 


For more than forty years E. T. L. 
has been finding the facts of quality 
by test for utilities and manufac- 
turers. Now, with greater facilities 
than ever, our possibilities for ser- 
vice are likewise greater. 





ELECTRICAL 
TESTING 
LABORATORIES 


East End Avenue and 79th Street 
New York, N. Y. 














HI-PRESSURE CONTACTS 


characterize all 


R®1E swrewne cquement 



















The Hi-Pressure contact, a feature originated by 
The Railway and Industrial Engineering Com- 
pany, has revolutionized modern switch design. 
Switch contacts are wiped clean of dirt, corrosion, 
metal oxides, etc., with each operation and a clean 
metal to metal contact is assured. 


Pressure is constant, assuring a contact which is 
free from the arcing or spitting which interferes 
with proper radio reception. 


The original Hi-Pressure contact switches have 
been giving satisfactory service under all operating 
conditions for many years. 


RAILWAYa INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 
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MASTER-LIGHTS 


ANNOUNCE TYPE ‘'T" 


YOU OWE YOUR MEN 
THE BEST THERE IS 


FASTER—BETTER 
LINE REPAIRS 







































Roof mounted searchlight for repair, inspec- 
tion and emergency cars. Range of 360° at 
any height. 





Inside one-hand lever control with light beam 
parallel to lever—No gears to break. 


MANUFACTURERS OF WORLD'S MOST POWERFUL 




















HAND SEARCHLIGHTS ani 
Sent on approval “Tit 
of y 
CARPENTER MFG. CO.—CAMBRIDGE, MASS. youl 
| pen: 
vocmmem Ee 
is b 
Specify one of P. U. R. QUESTION |2 
: : : Et OM sccvena  m 
“Cle 
AN EDUCATIONAL OPPORTU. 
BA 2 bee NITY for public utility men. A chai 
fortnightly quiz of ten questions § €4S| 
For and answers on practical financial Let 
and operating questions discussed 
RECORDS, FORMS and decided by the State and j WS 
Federal Commissions and Courts 
COPIES in their investigations of public Ty 
THIN LETTERHEADS utility companies. 
Ten questions and answers every | 20|0 
DOCUMENTS two weeks—annual subscription 
Se $10.00. 
SEND Mi SAMPLES 
Send your order to— ae 
lands’ 
ESLEECK PUBLIC UTILITIES 
WE atbbe-Votabbobate mm @xosiitol-bebts REPORTS, INC. 
Turners Falls, Mass. 1038 Munsey Bldg., Washington, D. C. | 
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Eliminate “Time-Outs” 


On Your 
DITCHING JOBS 


with 


CLEVELANDS 


GO Anywhere - Anytime 
and DIG at Least Cost 


“Time-outs” on the ditching end 
of your job are costly. They throw 
your construction organization out of gear, resulting in a lot more ex- 
pense than actually appears on the surface. 


Time-tested, time-proven “Cleveland” full-crawler, wheel-type design 
is backed by sound engineering and solid quality all the way through. 
Results—more dependable performance, longer life — fewer “time- 
outs.” 


“Clevelands” speed up practically every operation incidental to me- 
chanical ditching. Yet they are simple in construction, easy to operate, 
easy to transport. 

Let us show you, without obligation, how “Clevelands” eliminate 
waste motion and cut ditching costs. 


THE CLEVELAND TRENCHER COMPANY 


“Pioneer of the Small Trencher” 


20100 St. Clair Ave. Cleveland, Ohio 









Another Big Time Saving “Cleveland” feature— 
Truck speed transportation on Special Trailer. “‘Cleve- 
lands” load or unload in 10 to 15 minutes, 


[Pc CLEVELANDS ©] / 
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THE PITTSBURGH 
is Tue METER THar wie 


Practically every published paper on meter-measurement during 
the past two years has made reference to the revenue lost through 
the failure of meters to accurately measure low flows. By low flows 
is meant those of less than 1 g.p.m. 
It has been estimated that between 25% and 50% of the total 
water used by the average household is consumed at rates of less 
than 1 g.p.m. It follows that if these flows were accurately measured, 
a considerable increase in revenue could be obtained. 
Until the introduction of the Pittsburgh IMO Meter, only a rela- 
tively small amount of water was accurately measured at rates of 
below 1/4 g.p.m., since this was the lowest test flow required by } 
any meter specification. The Pittsburgh IMO is built to specifi- ( 





cations which guarantee an accuracy of 98% at 1/4 g.p.m. and 90% 
at 1/12 g.p.m. In fact it is commonplace for Pittsburgh IMO Meters 
to register 93% at 1/24 g.p.m. These accuracy specifications defi- 
nitely assure increased revenue on any service where the Pittsburgh | 
IMO Meter is installed. i 
There is no other meter like the Pitts- 
burgh IMO. It has been determined that the 
Pittsburgh IMO will pay for itself in a com- 
paratively short time through measuring the 
trickles of water which the conventional 
meter will not record. Get the complete 
story — write for Bulletin W-525 

















ed 


QuieTNEss Is ANOTHER FEATURE 
The Pittsburgh IMO, in addition to 
being the most accurate, is also the quiet- 
est meter ever built. When the meter is 
operating, there is no “clicking” noise to 
annoy your consumers. Smooth turning 
rotors, precision cut to mesh perfectly, 
replace noisy, slapping discs. 


PITTSBURGH EQUITABLE METER COMPANY 
MERCO oa VALVE exe) 


NEWYORK BUFFALO PHILADELPHIA ne c OINES~ CHICAGO COLUMBIA 
KANSAS CITY TULSA LOS ANGELES un PITTSBURGH, PA) MEMPHIS OAKLAND” HOUSTON 


— 
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OLD TIMERS, THESE ALCOA ALUMINUM BUSES 


—hit Me;  godieg Metg,/ 


UT TO WORK in 1898, this outdoor 
P Aluminum bus has been on the job 
41 years; exposed to all kinds of weather, 
carrying enormous electrical loads. The 
switchboard installation, 25 years old, 
has had heavy going in supplying power 
to a street railway feeder. 

Both old timers, yes, but as ready 
for a continued siege of service as on 
the day they were installed. Showing the 
long life and dependability you can 


expect with Alcoa Aluminum bus bar. 

Whatever your bus bar require- 
ments, you'll find lightweight, Alcoa 
Aluminum shapes suited to the job; flats, 
tubular, angles and channels. Joints 
are made by bolting or welding. Inexpen- 
sive, standard fittings are available. Our 
engineers will gladly help solve your bus 
bar problems. ALUMINUM CoMPANY OF 
America, 2134 Gulf Building, Pitts- 
burgh, Pennsylvania. 
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and trends— 


Here is a new book that will help the business man to 
arrive at sound viewpoints concerning the ever more im- 
portant questions of public utility regulation. The book 
supplies the necessary analysis of the nature and extent of 
regulation today—critically and impartially considers sts 
economic significance. 


Marshalling the facts— 


Interpreting issues 








Public Utility Regulation 


By G. Lloyd Wilson, Professor of Transportation and Public 
Utilities, University of Pennsylvania 

James M. Herring, Assistant Professor of Geography and 
Public Utilities, University of Pennsylvania 

and Roland B. Eutsler, Professor of Economics and Insur- 
ance, University of Florida 










ee en es 
> &» & 















Seer Se Pe 


15. 


16. 
17. 
18. 


Chapter Headings 


Regulation before the Estab- 
lishment of State Commissions 
State Versus Local Regulation 
Regulation by State Com- 
missions 

Regulation of Accounting and 
Reporting 

Rate Regulation 

The Valuation of Public Util- 
ities 

Fair Return 

Depreciation 

Regulation of Service 
Regulation of Security Issues 
Regulation of Holding Com- 


panies 
. The Federal Government and 


the Public Utilities 


. Regulation of Motor Transpor- 


tation 


. Federal Regulation of Inter- 


state Commerce in Gas and 
analy 

National Power Policy and the 
Federal Power Commission 
Federal Power Projects 

Rural Electrification 

Federal Regulation of Com 
munications 


. Government Ownership 














571 pages, 6 x 9, $4.00 


This book does the job of research for the man who wants 
a full, detailed picture of the regulation situation. It is a 
correlation and analysis of facts from laws, records, court 
decisions, the literature, and other sources that have a bear- 
ing on the case. It represents the complete, integrated story 
—the history, the extent, the significance, the trend, of public 
utility regulation in the United States. 


You will appreciate the pertinently critical discussion of : 


—the emergence of regulation and its development through the state 
commissions pattern 


—the problems of state versus local regulation 


—the issues involved in regulation of accounting and reporting, rates 
and valuation for rate-making, rate of return, depreciation, service, 
security issues, etc. 


—the expanding role of the Federal Government in utility control, and 
its value in terms of the possibilities of sounder regulation 


—Governmental experiences in undertaking power projects and pro 
moting rural electrification 


—their significance as instances of national economic planning 
—the issues of governmental versus private ownership 


Order from 


PUBLIC UTILITIES REPORTS, INC. 
MUNSEY BLDG. WASHINGTON, D. C. 
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Hundreds of extra quick clean 
cuts with the new 
RIFE(ib Wheel Blade Cutter 


@ You reduce your expense for cutter 
blades and your men turn out better jobs 
faster with this sturdy RIEAQ0B Pipe Cut- 
ter. Thin forged knife-blade wheel coined 
from special tool steel, hammered, heat- 
treated, then assembled in a solid steel- 
bushed hub — keeps rolling smoothly 
through all kinds of pipe long after ordi- 
nary wheels have to be replaced. 


Guaranteed against breaking or warping, this steel-rein- 
forced cutter twirls easily to size, always cuts truae—men 
like the feel of it, enjoy working with it. Thousands are 
in use today saving time and money with quicker cleaner 
pipe cutting. A good economy to add to your credit list. 
Buy from your Supply House today. 


THE RIDGE TOOL COMPANY, ELYRIA, OHIO Gi 





® New RIGEID Copper Tubing Cutter has tension spring 
in roller housing that feeds wheel blade into pipe so smooth- 
ly that cut is made without further tightening without burr. 
Handy integral reamer saves time. Razor-edge alloy tool 
steel cutter wheel gives many more cuts per wheel. A tool 
your workmen will enjoy using—and you'll save money for 
your company. Call your Supply House today. 


MAKERS OF THE FAMOUS RIG&ID WRENCH 
Ss ee 
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WALL BiG BRUTE’ 


DREADNAUGHT 


€3 Splicers Furnace-& 





PUBLIC UTILITY SERVICE 


EXTRA WIDE TANK ADOPTED AS STANDARD BY MANY OUTSTAND- 
HINGED FLUE 

HEAVY BURNER WITH 
REMOVABLE JET BLOCK 
KEROSENE OR GASOLINE 


ING POWER AND TELEPHONE COMPANIES. 


P. WALL MFG. SUPPLY CO. 
PITTSBURGH, PA. 





kok “PRODUCTS 


THE SUPERIOR SWITCHBOARD § DEVICES CO. 
CANTON , OHIO 


“= Beanifactiitirg * 


METER ¢ RELAY TEST SWITCHES METER TEST BLOCKS ¢ TABLES 
METER ETRANSFORMER ENCLOSURES 
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THE NATION’S LARGEST BUILDER OF TRUCKS 
Is Building Trucks for You 


Chevrolet 
eroay builds more 
trucks than any other manu- 
facturer in America because 
the nation has recognized 
their superior value and 
now demands Chevrolet 
trucks for the greatest num- 
ber of its hauling jobs. 

This nation-wide demand, 
of course, is just the total 
demand of thousands upon 
thousands of truck users 
who have found in the 
Chevrolet a truck exactly 


suited to their needs. 


There’s a 1939 
Chevrolet for You 


° 
Designed for 
the Load— Powered 
for the Pull 


Now, for 1939, Chevrolet is 
in a position to supply the 
hauling needs of more 
industries and _ businesses 
than ever before. Now there 
are Chevrolets in 45 models 


. eight different wheel- 
bases . .. a wider variety of 
factory-built bodies. Now 
there are Chevrolets in a 
still wider range of capacity 
—all the way from speedy 
delivery trucks to massive 
heavy duty units of 14,000 
pounds gross rating. Among 
them is a model that will fit 
your job—and bring to you 
the traditional Chevrolet 
values that have made 
Chevrolet the nation’s 
largest builder of trucks. 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGAN 
General Motors Instalment Plan—convenient, economical monthly payments, A General Motors Value. 


MASSIVE NEW SUPREMLINE TRUCK STYLING . . . COUPE-TYPE CABS ... VASTLY IMPROVED VISIBILITY © FAMOUS VALVE-IN-HEAD 
TRUCK ENGINE © POWERFUL HYDRAULIC TRUCK BRAKES (Vacuum-Power Brake Equipment optional on Heavy Duty models at additional 
cost) © FULL-FLOATING REAR AXLE on Heavy Duty models only (2-Speed Axle optional on Heavy Duty models at additional cos!) 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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THE AMERICAN APPRAISAL GOMPANY 
INVESTIGATIONS « VALUATIONS « REPORTS 
PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
CHICAGO - MILWAUKEE + NEW YORK + WASHINGTON ~- And Other Principal Cities 
|| eee FOLD, Bacon « Davis, anc. maz cases 
” 37 CONSTRUCTION Sastre APPRAISALS 
“ se OPERATING COSTS gt INTANGIBLES 
e VALUATIONS AND REPORTS 
CHICAGO PHILADELPHIA NEW YORK DALLAS WASHINGTON 
a 
7 SANDERSON & PORTER 
“e ENGINEERS 
VALUATION DEPARTMENT 
mg APPRAISALS AND RATE QUESTIONS 
CHICAGO NEW YORK SAN FRANCISCO 
._ 2 
2 BLACK & VEATCH JACKSON & MORELAND 


. 2 
CONSULTING ENGINEERS ENGINEERS 














Appraisals, investigations and re- Oe a aie 
41 ports, design and supervision of con- tase 
. 50 struction of Public Utility Properties pg nie seamen ‘japonce’ 
4706 BROADWAY KANSAS CITY, MO. BOSTON NEW YORK 
. 47 
’ = 
EARL L. CARTER JENSEN, BOWEN & FARRELL 
, 58 f - ° 
24 Consulting Engineer Engineers 
. 45 REGISTERED IN INDIANA, NEW YORK, e ° 
. 28 PENNSYLVANIA, WEST VIRGINIA, KENTUCKY Ann Arbor, Michigan 
PUBLIC UTILITY Appraisals - iewentieitie Reports 
in connection wit 
7 VALUATIONS AND REPORTS rate inquiries, depreciation, fixed capital 
57 814 Electric Building Indianapolis, Ind. reclassification, original cost, security issues. 
. 44 





Se CHENEY AND FOSTER SLOAN & COOK 








. 54 
CONSULTING ENGINEERS 
Engineers and Utility Consultants 120 SOUTH LA SALLE STREET 
11 CHICAGO 
Appraisals—Original Cost Studies 
21 61 BROADWAY NEW YORK Depreciation, Financial, and Other Investigations 
54 
58 
57 
@ This page is reserved for engineers and en- W W O A 
gineering concerns especially equipped by ex- J. Cc a ao iil T 
38 perience and trained personnel to serve utilities reapers ios a.gstysee 
in all matters relating to rate questions, ap- SS “3 
praisals, valuations, special reports, investiga- Rate Investigations 


tions, design and construction. « « 303 East Berry St. Fort Wayne, Indiana 
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WAVERLY LEDGER 


“Paperitis” is a disease that attacks accounting forms and records. Its 
symptoms are a dingy appearance, a droopy feeling and a rash of poor 
erasures and illegible typing or writing. It is caused by false economy in 
the selection of ledger paper. 

Its cure is simple but mighty effective. Just standardize on Weston’s 
Waverly Ledger for all important or much-used forms, account books or 
loose leaf sheets. 

Waverly Ledger gives you the strength and durability of 85% rag con- 
tent; a perfect surface for writing, typing or erasing; and a finish that is 
easy and —— to work on, yet it adds little to the total cost of accounts 
or records. 

Write Byron Weston Co., Dept. C, Dalton, Mass., for sample book of 
Waverly Ledger showing all weights in White, Blue, Buff and Horizon 
Green,* and for Weston’s Papers, an interesting and informative publica- 
tion packed with ideas and information about paper. 


*HORIZON GREEN is a new eae eye-ease shade that reduces glare, 
makes bookkeeping easier and more efficient under all lighting conditions, 


WESTON’S PAPERS) 
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Whether You Buy A Tankful Of Gasolene 
Or A Carload Of Oil— You Can Be Sure Of 
The Quality Of CITIES SERVICE PRODUCTS 


THE QUALITY of Cities Service gasolenes and oils is guarded every step 
of the way from the oil well to you. For Cities Service Oil Company is a 
completely integrated unit in the oil industry, engaged in all phases 
of petroleum operation . . . production, transportation and refining. The 
finished products, backed by years of refining experience, reach you 
through 16,000 reliable outlets. The Cities Service emblem is your 
guarantee of dependable products and efficient, “courteous service. 
5 


¥ 
Serves A Nation! 
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Then City Officials Drew Up a Plan... 


HE old saying “seeing is: believing”’ ex- 


plains the recent increase in the sales of 


new, brighter street lighting in every section 
of the country. 


For example, here is how it happened in 
Troy, N. Y. The city asked for’a trial.instal- 
lation. Forty-three modern luminaires, 
equipped with 6000-lumen lamps, were spaced 
135 feet apart along one of the city’s busiest 
trafic arteries. The advantages of this 
brighter light were so obvious that within 
five months the city asked that this tempo- 
rary ‘installation. be made permanent. Then 

’ city officials:drew up.a plan for relighting the 
‘Most heavily traveled ‘streets, and 800: more 
luminaires, ‘all of the same size as those in- 
stalled’ in the demonstration, were put in. 

This same sequence of évents—good lighting 

yto more. lighting—has taken place in 
New Yotk, Detroit, Syracuse, Hartford, Los 
Angeles, and a host of othér cities and towns. 
What is behind it? The modern street light- 
ing luminaire. Today’s luminaires are bargains 
in‘ lighting. They put many times as much 
light onithe pavement-—-with the same size 
lamp bulb—as was possible just*a few years 
ago. They keep: illumination‘ levels on® the 
street high enough to’ provide safe; comfoft- 


able light for both motorists and pedestriang 
They flood the streets with a brilliance ¢haj 
means more business: for the stores along 
them. They help to lessen crime, to amy 
greater protection to property. 


General Electric has worked, and is working 
continually on the development of lightity 
luminaires. Four years ago it. introduced 
radically , different design, in which a glas 
globe was. spin on.a metal hood. Today 
highly efficient’ luminaires are refinements @ 
this design. 


In addition, General Electric has preparé 
advertising and sales-promotion program 
designed to assist in giving the luminaire ai 
opportunity to demonstrate its benefits. Sixt 
four power companies are using our, lates 
program, with the realization that any onig 
inal installations resulting from it are merel 
an initial *réturn.’They know the persuasi¥ 
power of .good.street’ lighting. They. knoy 
that ‘every time good street lighting is turné 
on, salesmen are at work for them: 


General. Electric’s progress, in scientifi 
street lighting is another Of the extra benefit 
resulting from your purchases of Genet 
Electric products. 





GENERAL @ ELECTRIC 
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